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Avco cools a nose cone—at 12,000°F.— To bring a space vehicle safely through the 















































































































































12,000-degree heat of atmospheric re-entry, Avco scientists have developed radically new ‘‘space 
age materials.’’ One of these, a ceramic structure termed Avcoite, made history as it returned 


this country’s first successfully recovered ICBM nose cone. Today, materials research at Avco 


UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS... WRITE AVCO TODAY. 


continues in new and bold directions, ranging from heat-resistant rocket nozzles to light- 
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AVCO MAKES THINGS BETTER FOR AMERICA / AVCO CORPORATION / 750 THIRD AVENUE, NEW YORK 17, N. Y. 


weight space structures. 
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Engineers study section of cable containing dummy amplifier being payed out. Life preserver inscription stands for ‘Bell Ladoratories Dry Land Cable Ship Fantastic” 


* Come aboard the FANTASTIC! « 


A ship that never sails helps Bell System engineers 
devise the best way to lay undersea telephone cables 


The telephone cables which now con- 
nect America with Europe, Hawaii and 
other distant places have proved enor- 
mously successful. 


Soon more will be needed — to link 
other continents, and to handle the 
ever-rising volume of overseas calls. 
But the new and lighter cables now 
being tested call for entirely new cable- 
laying techniques and equipment. 


To save time and money, and permit 
studies of the problem under controlled 


conditions, a mock-up of a cable-laying 
ship—dubbed the Fantastic—has been 
built on a New Jersey hilltop some 
twenty-eight miles from the nearest salt 
water. There, most days, you will find 
Bell Laboratories engineers busily test- 
ing the new methods and equipment 


they have devised. 


Winches whine as long sections of 
cable are pulled up from the “hold” 
and payed out “overboard” as if the 
Fantastic were truly at sea. Flying 


BELL TELEPHONE SYSTEM (By) 


gaily from a yardarm are maritime 
signals warning other vessels to stay 
clear. 


Elsewhere in the Laboratories, ex- 
periments show how to grip the cable 
and control its speed, what happens as 
it sinks into the sea, how fast it should 
be payed out to fit the ocean bottom 
snugly. Still other studies plot the hills 
and valleys of the ocean floor where 
the cable will eventually be laid. 


The result—telephone service across 
the ocean as good as your own local 
service. It is progress like this which 
is the purpose of our constant research 
and experimentation in all fields of 
communications. 
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@ Take a close look ...at sites nearer more people 
... more customers... more workers... more 
industry ... more resources ..more power... 
more superior transportation. Join the Nation’s 


- ; ; : pd ’ 
Plan with blue-chip industries in the B&O area! 
er PHONE OR WRITE: 
man! T. G. Gordon, Industrial Agent 
‘ BALTIMORE 1 LExington 9-040 


G. E. FERENCE, ind. Development Agi. 
NEW YORK 4 Digby 4-1600 
FIELDING H. LEWIS, Industria! Agent 
PITTSBURGH 22 COurt 1-6220 


A. C. TODD, industrial Agent 
CINCINNATI 2 DUnbar 1-2900 


W. E. OLIVER, industrial Agent 
CHICAGO 7 WaAbash 2-2211 


Baltimore & Ohio Railroad 


Constantly doing things—better! 


READERS SAY 


Missing Eighth 


Sir: In one of your issues back last 
summer (Forses, Aug. 1, 1959), your 
Mr. Biel said: “I would not be surprised 
to see General Electric hit 100 before 
the end of the year.” I notice that on 
the last day of trading in 1959, GE 
reached an all time high of 99%. 

Now, just how do you expect anyone 
to map an investment program with 
predictions like this? Somebody should 
wipe the smudges off his crystal ball. 

—Joun H. McGinn 
Pompano Beach, Fla. 


Annual Report 


Sm: As always, I was stimulated by 
your Annual Report on American In- 
dustry (Forses, Jan. 1). To deserve that 
95 rating Southern Railway must be 
doing a first-class over-all job—and not 

| be aware of the frustrations of passen- 
| gers. By choice, I travel considerably 
by train, and find that—at least in pas- 
senger service—the Louisville & Nash- 
ville, Seaboard, and Missouri Pacific are 
| far in the lead... . 
I suggest that a positive nation-wide 
passenger program might increase sorely 
| needed revenue. All it needs is common 
courtesy and imaginative management. 
—SamvueEt T. JOHNSON 
Birmingham, Ala. 


Sm: As a long-time subscriber to 
Forses, I would like to congratulate you 
| heartily on the magnificent twelfth an- 
| nual report on American industry. It is 
| by far the finest of its kind I have seen. 
—Joun L. Herrick 
Blyth & Co., Inc. 

Los Angeles, Calif. 


The Profit Motive 


Sm: When James Terrell criticizes 
Forses and American’ corporations 
(Readers Say, Forses, Jan. 1) for pre- 
occupation with profits, he neglects to 
remember that most jobs, no doubt in- 
cluding his own, exist because some 
American took a risk for profit. This 
country has grown on the risk-taking of 
far-sighted and courageous individuals. 
If the 150 million non-managers and non- 
stockholders of whom Mr. Terrell speaks 
would do the same, it would prove far 
better than standing on the sidelines 
waiting for Social Security and having 
the doubtful pleasure of criticizing the 
profits of those with courage to invest. 

—James Morrorp Jr. 
Seattle, Wash. 


Idle Workers? 


Sm: Many articles and editorials have 
appeared in the press recently regarding 
gold-bricking and feather-bedding in 
labor unions. I believe, however, that 
Tony Bennett, the singer, summed it up 
best when he said: “Millions may be 
idle, as the surveys show, but thank 

| goodness most of them have jobs.” 
—Setn Pearross III 
| Richmond, Va. 
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SIDE LINES 


When the Bull Was a Calf 


“HinpsicutT,” a reader reminds us, 
“is always better than foresight. We 
know now that they were the Fab- 
ulous Fifties. But what was Forses 
saying about the stock market back 
when the decade began?” 
We just don’t like to let chal- 
lenges like that go 
unanswered. So the 
other day one of 
our editors dutifully 
took time out to do 
a little research. 
Leafing back 
through old issues, 
he reviewed what 
Forges’ columnists 
were saying about 
stocks ten years 
ago, when the Great 
Bull Market was 
getting underway. 
Here is his report: 


Dear Boss—Here’s 
the report you asked 
for, and I think it is 
going to amaze you. 
It does me. 
Try to recall, if 
you will, the gloom 
that hung over Wall 
Street late in 1949, and well into 1950. 
It was more than just discourage- 
ment; it was utter dejection. For 
three years, every rally after the col- 
lapse in 1946, which had plunged the 
DJIs down from 213.36 on May 29 
to 160.49 in late October, had failed 
to follow through. By 1948, the 
market had carried no higher than 
194.49, only to drift dispiritedly 
back to 160.62 the next June. 
You can’t imagine, looking back 
from times like these, what that 
did to investors’ psychology. I’ve 
dredged up some newspapers and 
brokerage house letters of the time, 
and there were Cassandras every- 
where. Apathy pervaded Wall 
Street. On June 17, 1949, trading 
volume slumped to a bare 541,360 
shares. By December, with a rally 
underway, the skepticism was so 
rife that the short interest stood at 
2,267,481 shares—better than twice 
the year’s average daily volume. 
Well, you know it’s easy to be 
bullish when everyone else is opti- 
mistic. But when the apostles of 
doom are in the ascendant, it takes 
real guts to stand up and say: “Buy 
stocks.” That’s why I feel a real 


thrill of pride leafing back through 
the 1949-50 pages of Forses. Let’s 
look at the record. 

Like a voice crying in the wilder- 
ness, on May 1, 1949, Editor B. C. 
Forbes wrote: “In my opinion, 
many stocks are at this moment out- 

right bargains.”’ 

How right he was— 

the absolute bottom 

of the three-year 

bear market had 

been reached just 

three days before! 

But read on. 

Writing in the same 

issue, Columnist W. 

C. Hanson con- 

cluded: “We may be 

on the verge of a 

major market rise 

of several years’ 

duration.” And in 

a consensus expres- 

sion of Forses edi- 

tors’ opinion, read 

this: “We have a 

strong conviction 

that the stock mar- 

ket today is in very 

much the same po- 

sition it was in 1921. 

If history repeats itself, we should 
now be fairly close to a long-term 
upward movement in stock prices.” 

Remarkable? Well, Forses’ col- 
umnists kept right on hammering 
away at this optimistic message. 
“A major turn,” Columnist Harry 
Comer insisted three months later, 
“may be in the making.” Predicted 
he with startling prescience: “The 
time will come when holders of 
dollars and their equivalent will 
be rushing into equities to avoid 
drastic shrinkage in . . . money.” 

Well, boss, that’s the story. And 
it’s one that we can be proud of. 
All through late 1949 and into 1950, 
Forses stood as a lonely beacon of 
confidence in an abyss of gloom 
Those columnists of ours had guts. 
Hear Lucien Hooper flailing at 
the “economic hypochondriacs.” 
“What the market needs most at 
this point,” Hooper wrote in Oc- 
tober 1949, “is a veering away from 
the ‘everything’s wrong’ talk that 
has been such an obsession in man- 
agement, investor and brokerage 
circles for so long.” 

Even with 20/20 vision of hind- 
sight, boss, how right can you be? 
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**We believe that we have 
strengthened our position in a 
number of ways in recent years. 
and that our planning for the 
future is sufficiently backed up 


oN mmiilelilelerelulelitamelilemmantelites’ 
‘+We gre very confident that we 
can achieve most of our 
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Did you own stock last year? If 


| you did, the chances are far better 


than even that you made money on 
your investment. According to the 
New York Stock Exchange, no less 


| than 623 Big Board issues rose in 
| value during the year, while only 


413 fell. Even better, most of the 


| issues which rose did so by better 


than 10% (100 stocks jumped by at 

least 50%), while few of the losers 

lost more than 10% of their value. 
m e & 

Credit cards are now spreading even 


| into the dime stores. The S.S. Kresge 
| Co., the nation’s third largest variety 
| chain, plans to start using charge 


plates in 68 stores in the Michigan 
area. Woolworth is testing a similar 
system, and W.T. Grant already has 
introduced the cards in all of its 


| stores. 


- + aa 
Still another merger has fallen 
through on Justice Department ob- 
jections. Standard Oil Co. (Ohio) 
abandoned its plans to acquire 
Leonard Refineries, a Michigan re- 
fining and marketing company, when 
the Government moved to bar the 
proposal in court. Sohio noted that 
the long period needed to obtain a 
Federal court decree in an injunction 
made it impractical to try to carry on 
with the plan. 
. * 
Ford’s Falcon, if it can keep up 
its hot pace in the year’s first weeks, 


| may well emerge as one of the stars 
| of the 1960 model year. Based on 
| early assembly figures, Falcon was in 
| third place, just behind Chevy and 
| Ford, with Rambler in fourth spot. 


But the other Big Three compacts, 


| Corvair and Valiant, were mired in 


tenth and twelfth place respectively. 
* ’ . 
“Exercise breaks’’ due to join the 


| coffee break? Perhaps, say a group 


of Cleveland heart specialists. Study- 
ing former heart victims who re- 


| turned to work, the doctors discovered 


that the labor-free job of today gave 
workers no opportunity to exercise. 


| Result: employees may yet get time 


off to keep in condition. 

a ® . 
Pennsylvania Railroad’s President 
Allen J. Greenough believes the road 


| will highball ahead over the rest of 


the year. As Greenough sees it, the 
Pennsy will show 1960 revenues of 
$1 billion, its highest ever and a 15% 


| increase over depressed 1959. Green- 
| ough’s only qualification in the pre- 


diction: no major strike caused by a 
collapse in the industry’s current 


| management-labor talks. 
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Return on capital honors for 1959 
must certainly go to the little Glass- 
par Corp., which makes glass-fibre 
small boats. Wall Streeters estimate 
that its earnings last year probably 
came to $1.50 a share. On its early- 
1959 book value of just $2.42 a share, 
that meant Glasspar earned a fan- 
tastic 62% on net worth. 

e - . 

Consumer-type financing is now com- 
ing to the machine tool field, thanks 
to a new plan devised by the Jones 
& Lamson Machine Co. 


no down payment, no security de- 
posit and no monthly payments until 
30 days after the shipping date. Rea- 
son for the move: J&L’s belief that: 
there is a vast, untapped market in 
the $5 billion worth of antiquated 
equipment which should be replaced 
immediately. 
+ * e 
Allied Chemical would have broken 


all records during 1959 except for the | 
As it was, the company | 


steel strike. 
reported sales for the year up 13% 
to a record-breaking $719.7 million. 
Net income soared to $2.51 a share, 
a 46% increase, and would have set 
a new record except for a shortage of 
the coal chemical raw materials which 
Allied usually obtains from the steel 
industry. Allied was forced to use 
higher-priced 

cut into profits. 

a . . 

Do-it-yourself carpentry slowing down 
in popularity? Not at all, says Rob- 
ert Black, president of small tool- 
making Black & Decker Co. Noting 
that earnings rose “substantially” 
during the first quarter of the com- 
pany’s current fiscal year, Black gave 
credit for the increase to the demand 
for labor-saving power tools which 
now amount to roughly 20% of B&D’s 
annual volume of $52.7 million. 

© o * 

Art and objets d’art beat even 
many high-flying electronics stocks 
when it came to price advances in 
1959. Biggest gainer in the collec- 
tors’ market was 18th Century French 
furniture, whose value rose 150%, 
atop a 225% rise in 1958. Boosts of 


125% and 150% in values were shown | 
by old Latin gospels, early Bibles and | 


Flemish manuscripts. Top painting: 


works of Jackson Pollock, which | 


showed a 100% rise. 
o & ” 

Railroads lost a round in their fight 
to regain lost traffic. The Supreme 
Court denied them the right to charge 
higher rates on products delivered to 
rail lines by barge. The Court’s rea- 
soning: such rates would deprive 
shippers of savings on low-cost barge 
transport. 
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Buyers will | 
be able to obtain J&L machinery with | 





substitutes and thus | 





Echo Park Lagoon, Los Angeles 


Can this be the Nation’s 
Number 2 Market? 


Recent Sales Management Estimates 
show Los Angeles metropolitan retail 
sales have almost reached the $9 billion 
mark... making this area the second 
largest retail market in the U.S. 


Intimate knowledge of Los Angeles is a 
“must” for businessmen. The best way 
to get this knowledge is from first hand 
inspection, so you can really determine 
your future business possibilities here. 


And there’s no better time to come than 
now. Because this is Southern California 
Spectacular ‘60...a year-long series of 
special events added as a bonus to our 
sun-warmed days and famous sight-see- 
ing attractions. 


SOUTHERN 
CALIFORNIA 


SEE IT IN 
SPECTACULAR 60 


Start planning now to come out soon 
Get the benefits of both Southern Cali 
fornias: important new business cente: 
carefree vacation area. 

Free Sight-seeing Map: Official Full- 
color Guide to Los Angeles County, all 
Southern California. Locates 645 sights, 
plus 100 TV and movie stars’ homes 
Mail coupon today! 


ALL-YEAR CLUB OF SOUTHERN CALIFORNIA 
This advertisement sponsored by the Los An- 
geles County Board of Supervisors for the citi- 
zens of Glendale, Hollywood, Inglewood, Long 
Beach, Los Angeles, Pasadena, Pomona, Santa 
Monica, Torrance and 181 other communities 


eT ee 


| All-Year Club Tourist Information Center 
Div. K-2 


628 W. 6th St., Los Angeles 17, Calif. 
Please send me free Color Sight-seeing Map 
(Miss) 

(Mrs.) 

(Mr.) 


Street 
City 


Zone OID cine ou 
PLEASE PRINT NAME AND ADDRESS 


Ene anementninenaionsmanenendl 
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Prerequisite 

for, PractiMation: 
Prac tical- business 
dquipme nt. so easy 

fo use that no special 


personnel are needed 


to ope rate tut 
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A new word, which means more than automation, 





for it is the custom-fitted application of today’s finest 


automation equipment to your particular needs... 


Friden announces a new concept of office automation 
... automation so hand-in-hand with practicality, there 
can be no other word for it. 

This is a culmination of Friden’s years in integrated 
data processing research and development. It is Friden’s 
assumption of responsibility for the most important 
phase of automation—its practical application! 

The first step to PractiMation is a critical analysis 
of your office. Second, an outline of your objectives 
for increasing the efficiency of your present employees. 
(No need to think in terms of replacements or additions 
to your staff.) Then, consult your Friden man. He is 
an expert in his own right, and has solved a good many 


problems similar to yours. His help can be invaluable. 

That is “phase one” of your program. Next, you need 
equipment. Practical equipment, which can be used by 
your present personnel without special training; equip- 
ment which is sanely priced, easy to install. And, above 
all, equipment which is expandable with your business. 
But.with so many business machines available today, it’s 
hard to choose a particular one or combination of them 
which would be most practical for you. 

PractiMation is Friden’s answer. PractiMation is your 
guide to selecting the right machine for the right job at 
the right time. Here is a brief description of some equip- 
ment which Friden makes, sells, installs, and services: 


The equipment at left: 


A. Friden SBT Calculator — the famous 
“*Thinking Machine of American Business.” 
Touch-one-key simplicity. Performs more 
steps in figure-work without operator deci- 
sions than any other calculating machine. 
B. Friden COLLECTADATA® — a new sys- 
tem for accumulating data from many or 
widely separated points of origin, and for 
channeling it to a central processing point. 
Stations may be strategically located in auy 
number of departments where data originate. 
C. Friden FLEXOWRITER® ( Model SPS) 
and SELECTADATA®—the Flexowriter is 
an automatic writing machine which pro- 
duces a code-punched tape while writing an 
original d t. The punched tape auto- 
matically creates other records, eliminating 
the continuous and costly manual reprocess- 
ing of data. The Selectadata searches out 
and prints selected data in punched tape. It 





can be programmed to select specific items 
in invoicing, names and addresses, any of 
scores of specified item data. 

D. Friden JUSTOWRITER®— any typist 
becomes a skilled type compositor as her 
typing on the Recorder unit produces both 
a typewritten sheet for visual check’ and 
punched paper tape which the Reproducer 
unit “reads’’ and reproduces with all lines 
perfectly justified. Automatically provides 
professional-looking composition for offset 
reproduction right in your office. 

E. Friden ‘Natural Way” Adding Machine 
(Model ACY) America’s most versatile adding 
machine, subtracts and multiplies too. Full 
figures entered on keyboard register in 
Visible Check Window before they are printed 
or added. ‘Natural Way” Friden-patented 
keyboard “‘cradles” the working hand. 

F. Friden ADD-PUNCH® (Model APT) — 
Outstanding example of punched tape ac- 
counting efficiency. Lists figures and totals 


on adding machine tape . . . at the same time, 
selected data is punched into tape to pro- 
gram for subsequent automatic processing— 
payrolls, audits, inventory control. 

G. Friden COMPUTYPER® (Model CTS) — 
writes and figures a complete invoice in one 
operation with virtually no operator inter- 
vention. Reads alphabetical or numerical 
data from punched tape, edge-punched cards 
or tabulating cards; data not pre-punched is 
entered through the typewriter keyboard. 
The Computyper CTS and any good typist 
make up an entire billing department. 


These are a few of the amazing machines 
Friden offers the world of business to increase 
general office efficiency. PractiMation, you'll 
find, can work for your company too. In 
Friden’s file there probably is a proven answer 
to the specific problem of your office. For in- 
formation call your local Friden office or write 
to Friden, Inc., San Leandro, Calif. 


© 1060 rriven, inc 
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INDIAN LAKE @zzo 


IN THE BEAUTIFUL REGION OF LAKES AND HILLS 


Photographed at Indian Loke Estates: Wide, white sand 
beach sloping gently into Lake We-oh-ya-Kapka. 


Private Country Club 


Community in Florida 
18 MILES SOUTHEAST OF LAKE WALES 


Indian Lake Estates is an ideal place to live, and expertly 

planned for discriminating people. This private country club 

community is located in the Ridge Section—the hill and lake 

country which Holiday Magazine described as “The Best Part 

Gate house at entrance to Indian Lake Estates’ of Florida” ... and we agree. We like the elevation, proximity 
yy Op hg sR Se ny to both the Atlantic Ocean and the Gulf of Mexico, our own 
15-square mile lake, and the delightful, dry climate. Being midway 

BEAUTIFUL ONE-HALF ACRE RESIDENTIAL SITES between ocean and gulf in the lovely hill and lake region adds up 
100 ft. wide by 218 ft. deep, with additional 70-ft. greenway to an unbeatable combination. Perhaps the greatest asset, however, 
beck of each lot . . . from $3,450. Terms if desired. to the newcomer to Indian Lake Estates is the fine caliber of the 
residents who comprise this very select country club community. 


President of , ‘ ‘ ‘ait 
ys wigs <fo! What is proving to be one of Florida’s finest developments of 
Indian Lake Estates, Inc. Ag . 7 : 
the resort-residential type is taking shape at Indian Lake Es- 


(A Subsidiary of Alaska Oil & Mineral Co., Inc.) tates. This project has some large scale features seldom seen 
Washington, D. C., 910—17th Street, N. W. in a development of this type. For the enjoyment and exclusive 

use of Indian Lake Club members are a white sand beach, big lake, 

marina, club house, golf course and longest fresh water pier in 

Indian Lake Estates, inc. Florida—golf course and pier both lighted by modern, mercury 

10—17th St., N.W. “ vapor lights. There are miles and miles of beautiful palm-lined, 
Washington 6, D. C. : - ; * 
dual-lane avenues with modern, mercury vapor lights. You will 

pooner ype lly want to see Indian Lake Estates on your visit to Florida. 


iMestrated brochure of 
Office at the Indian Lake Estates property in Florida 
ee (Sea - Center, at the intersection of Routes 60 and 630 58106 (2) 


All Purchasers Must Be Approved by the Indian Lake Club 





“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


PAYING FOR PAST SINS 


2 
Let us all be happy and livd within our means, 
even if we have to borrer the money to do it 
with—ArTEMUS WarD 


To an unfortunate propensity for following this happy 
little philosophy, the United States owes many of its 
current fiscal ills. Our national habit of “borrering”— 
i.e., deficit financing—has finally caught up with us. It 
has fed inflation, burdened the taxpayer with ever-rising 
interest payments on the national debt and helped drive 
interest rates to a level which discourages productive bor- 
rowing by private industry. 

That is why, whatever else we may think of it, the 
President’s Budget for fiscal 1961 is a good budget. In- 
stead of adding to the national debt, it proposes subtract- 
ing from it. Uncle Sam is looking forward, for the first 
time since 1951, to a substantial surplus of income over 
outgo for the year which begins July 1, 1960. The sur- 
plus, the President hopes, will hit $4.2 billion. (The most 
recent surplus, fiscal 1957’s, came to only $1.6 billion.) 
Ike plans using this entire surplus to pay an installment 
on our $284.5-billion national debt. 

That we are living within our means in a boom year 
is certainly no big reason to pat ourselves on the back. 
But that we are finally taking a worthwhile whack at the 
national debt is good news. A tax reduction instead 
would have been nice, of course. But it would not have 
If we are really interested in a 
solid, honest dollar, then we must take our medicine in 
the form of continued higher taxes. We must pay today 
for the unsound practices of past years. 

It would have been better if Ike could have cut expenses 
enough to give taxpayers both a tax cut and a budget 
surplus. But facts are facts. More than half the $79.8- 
billion budget is earmarked for defense. Foreign aid, a 
vital weapon in our defense armory, will cost another 
$3.5 billion. There are, of course, the $5.6 billion in farm 
benefits and the $5.5 billion in veterans aid. But things 
being what they are it was not realistic to count on cut- 
ting these. Atomic energy is down for $2.7 billion—but 


been sound economics. 
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can we afford to fall behind in this important field merely 
to save some money? As for everything else—education 
and welfare, commerce, housing, conservation and the 
cost of running the government—they are slated to cost 
only $11.1 billion combined, less than one seventh of the 
total budget. 

Not the least of the taxpayer’s burdens in the heavy $9.5 
billion he must shell out to pay interest on the outstand- 
ing national debt. This is equivalent to all the revenue 
from all Federal excise taxes combined. Even with 
the scheduled repayments of the debt, the total interest 
cost is likely to continue rising over the next few years; 
for as government debt comes due it must be refinanced 
at progressively higher interest rates. 
extravagance catching up with us. 

In terms of last year fiscal 1959’s whopping $12.4-billion 
deficit, fiscal 1961’s $4.2-billion surplus is none too large. 
But it is certainly a step in the right direction. 


Thus is our past 


a 
Pe 


THE QUIET BOOM IN THE OUTER ISLANDS 


Nassau—lIf anyone still doubts that leisure has become 
big business he need only travel through the once sleepy 
outer islands of the Bahamas. Here are hundreds of 
scattered Atlantic Islands, where, as recently as ten 
years ago, a few thousand people scratched a doubtful 
Today 
many of these islands are echoing with the clang of 
builders’ hammers, the scraping of bulldozers and, meta- 


living from the uncooperative sand and coral. 


phorically at least, to the pleasant jingle of cash pouring 
in from a small but select trade in very well-heeled 
tourists—an estimated 20,500 of them last year alone. 

To the average tourist, the Bahamas still means Nassau 
and the area around it on New Providence Island. But, 
in fact, the Bahamas are an archipelago of nearly 700 
islands, stretching in an are as long as from Chicago to 
Philadelphia. Bimini Island is just 50 miles from Palm 
Beach. But on Grand Inagua, some 700 miles away, you 
can on a clear day (and what days aren’t clear here?) 
glimpse the nearby mountains of Haiti. 





There is a very good reason why the Nassau boom has 
been spilling over into these outer islands. In Nassau 
they have reduced tourism to a very efficient business. 
The average American tourist spends so much a head 
(latest figure: $200), adds so much to government reve- 
nues ($70 per head) and costs so much to attract ($8 a 
head). Disguising this cash register efficiency under an 
only slightly forced British Colonial facade, Nassau is 
a busy and well-run resort town. It has its cocktail 
lounges, Calypso joints and shops which make a science 
of persuading Yankee tourists to buy all kinds of things 
that they could probably do without. 

But the outer islands are different. No night clubs. No 
tweedy shops. Little formal social activity. They are 
more of a sneakers-and-sport-shirt society. The outer 
islands offer such charming settlements as Green Turtle 
Cay. Green Turtle’s small guest houses offer comfortable 
but not lavish accommodations; from there hunting ex- 
cursions can be organized to hunt the savage-tusked 
wild boars on the nearby island of Great Abaco. This 
is only a sample. There is unbeatable fishing around Grand 
Bimini. And the entire archipelago is an amateur sailors’ 
paradise. You can cruise or sail for days in waters that 
shade from pale green, close to shore, into blue and then 
to a luminescent purple further out. It is water so limpid 


that even at 20 feet deep you clearly see the coral forma- 
tions and sea fans at the bottom. 

For those who want to get away from it all, the outer 
islands have become one of the most easily accessible 
havens of the mid-20th century: Manhattan is three 
hours from Nassau by jet and most of the islands 


are an hour’s run by local airline from Nassau. But it’s 
mainly for those escapists who like their plumbing. 
Besides small settlements with modest guest cottages, 
there are discreetly lavish developments, complete with 
golf courses, private marinas and the like. Yet almost 
everything on the outer islands has this in common: no 
crowds, no traffic, no organized social bustle. 

The millionaires attracted to the outer islands are 
almost too numerous to list. Axel Wenner-Gren, the 
Swedish armaments king, recently sold most of Hog Island 
to Grocery Heir Huntington Hartford who reportedly 
plans to change the name to Elizabeth Island and expand 
the already existing private colony there. Clint Murchi- 
son Jr. owns Spanish Cay. Adman William Grant pre- 
sides over Cistern Cay in the southerly Exumas. On 
New Providence Island, but well out from Nassau, 
Canadian Financier Edward Plunkett Taylor (Forses, 
Feb. 1, 1959) is pouring millions into his luxury develop~ 
ment at lovely Lyford Cay. Parker Penman Kenneth 
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Parker has interests in the islands. So does shipping 
magnate Daniel K. Ludwig. Even Howard Hughes has 
not been able to stay away. He owns Cay Sal. 

Needless to say, all this development has brought a 
boom to the Bahamas. Street frontage on Nassau’s Bay 
Street shopping center costs as much today as it does on 
Manhattan’s Fifth Ave. The increase in land values com- 
pares with Florida’s. 

A great deal of this prosperity has filtered down to the 
ordinary native Bahamian. For example, the tourist 
boom has sparked a building boom and today one Ba- 
hamian worker in six works at the building trades—and 
at wages which are more then double the average for the 
Caribbean. Per capita income in the Bahamas is close 
to $1,000, more than double the figure for Puerto Rico 
and many times greater than that for most of the 
Caribbean. As for the people of the outer islands, they 
have been lifted from dismal poverty to a comfortable 
level of life. 

All of this, needless to say, didn’t just happen. A 
U.S. citizen may raise his eyebrows over the Bahamas’ 
paternalistic government (women can’t vote and there 
are property qualifications for men), but it has done a 
first class job of fight in the economic field. It has enacted 
a tax policy which coddles business and investment at 


a time when many governments seemed determined to 
throttle it. There are no death duties in the islands and 
the inheritance tax is only 4%. Income taxes simply do 
not exist. No wonder that hundreds of big British, U.S. 
and Canadian firms have set up subsidiaries here. No 
wonder that tens of millions of dollars of high-bracket 
U.S. capital have poured into the Bahamas. 

This capital, plus a generously financed tourist adver- 
tising and promotion program, has been largely respon- 
sible for the sensational growth of tourism. A decade ago 
barely 30,000 visitors came to the Bahamas each year. 
Last year nearly that many came to the outer islands 
alone; Nassau itself got close to 200,000, an eight-fold 
growth, in other words. 

Ambitious Bahamians believe that this boom is hardly 
beginning. They may be right. In either case an American 
can jet from blustery, gray Manhattan any February 
after breakfast and have a swim after lunch in Bahamas’ 
tropical waters four hours later. Says one Bahama 
businessman: “We took in $50 million last year from 
244,258 tourists; Florida took in $1 billion from 5 million 
of them. We can double our business and still be doing 
only 10% of what Florida does. How can we lose?” It 
is hard to see how they can. From here, it looks as though 
the Bahamas’ boom is just beginning. 
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Copies of our Annual Report for the 

fiscal year ended October 31, 1959, are 
available upon request. Write to Secretary, 
The Celotex Corporation, 120 South LaSalle 


Street, Chicago 3, Illinois. 


Net sales were $76,242,172—second highest in the com ik his- 


tory—and earnings were $4,131,907 in the year ended October 31, 
1959, compared with sales of $67,726,783 and earnings of $3,127,512 
the pes «a year. After preferred dividends, the earnings were 
equal to $3.76 a share on the 1,028,651 common shares outstanding, 
compared to $2.79 a share on the same basis in 1958. 


Some business dislocation, stemming principally from the steel 
strike, was felt in the fall of 1959 you, A continued in early fiscal 
1960. Tightening in the mortgage money market indicates a drop in 
new home construction. On the other lead, a high rate of non-res- 
idential building construction and continued expansion of the 
repair, remodeling and “do-it-yourself” markets are expected. 

We presently anticipate no relaxation of competitive conditions 
and recognize the necessity of continuing to intensify our efforts to 
increase our share of the market. The Celotex line of products is 
continually being improved and enlarged. We are optimistic for the 
future and expect to maintain the strong position we have long held 


in the building industry. Kons a krLw, 


COMPARATIVE STATEMENT OF INCOME 
FOR THE YEARS ENDED OCTOBER 31, 


1969 1968 
ok a $76,242,172 $67,726,783 
Costs AND EXPENSES: 

Cost of sales and selling and 
administrative expenses 
Depreciation and depletion 





65,286,360 
2,845,417 
68,131,777 


58,832,728 
2,662,365 
61,495,093 
6,231,690 
(114,178) 
6,117,512 
2,990,000 

$ 3,127,512 





Tora Costs anp Expenses 
INCOME FROM OPERATIONS. . . SS ne 8,110,395 
Orner Income (net) : Sao 73,512 
Income Berore Income Taxes. 8,183,907 
Provision For INcomE TAXES 4,052,000 
Net Income For THE YEAR. . $ 4,131,907 

















ASSETS 


Current ASSETs: 
Cash and U. S. Government securities 
Accounts receivable (net) 
Inventories 
Totat Current Assets 
Property, PLANT AND EQuipmMeENT 
Less: Accumulated depreciation and depletion 
Net Property, PLant anp Equipment 
INVESTMENTS 
Prepaip Expenses aND Dererrep CHARGES 
Tora. ASSETs. . 








OCTOBER 
1969 


$ 8,729,052 
11,046,840 
7.965.369 
27,741,261 
79,119,421 
28.059.557 
51,059,864 
1,236,643 
643,264 
$80,681,032 


LIABILITIES, CAPITAL STOCK 


AND SURPLUS 


Current LiaBivities: 
Accounts payable 
Accrued expenses... ... 
Taxes (less U. S. Treasury obligations). 
Payments on long-term debt due within one year 
Tortat Current LiaBiLirigs . 
Lonc-Term Dest Due Arrer One YEAR 
DererrepD Feperat Income TAXEs. . 
Net Worth: 
Preferred stock 
Common stock. . 
Paid-in surplus . 
Earned surplus... . 
Tora Ner Worts 
Torar Liasiiries anp Net Wortn 


$ 4.138.432 
1,703,760 
811,735 
950,000 
7.603.927 
"20,450,000 
~ 1,598,000 


5,137,250 
1,028,651 
10,581,140 
34,282,064 

~ 51,029,105 
$80,681,032 
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GOODYEAR DIVERSIFICATION AT WORK 


Weather can be rugged at New York’s Idlewild 
International Airport. Salt sea air, rain and snow 
cut the efficiency of sensitive radar antennas. 
A way had to be found to protect air-traffic con- 
trollers’ best storm-safety device. 

Goodyeer’s technical mastery of rubber gave 
the answer. An inflatable radome, stormproof, 
easy to erect and maintain. Mounted atop the 
control tower, it shields the inquisitive antennas 
from atmospheric damage. In the worst of flying 
weather this rubberized hemisphere helps to pro- 
tect the safety of take-offs and landings—one 
every two minutes, night and day. 


An All-Weather Detective 


Overseas flights based on Idlewild airport are 
a direct reminder of Goodyear’s own international 
operations—rubber growing in Indonesia and 
Latin America, manufacturing in 24 foreign 
countries, distribution of products in every nation 
of the free world. 

Working with metal as well as rubber and plas- 
tics, Goodyear’s contributions to land and air 
travel are essential and diversified. Before a flight 
clearance is given, before the tower gives permis- 
sion to land, Goodyear imagination, research and 
development have been at work—designing a 
safer journey for tomorrow. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


AIRCRAFT ° AVIATION PRODUCTS bd 


CHEMICALS ° FILMS . 
INDUSTRIAL RUBBER GOODS e 


METAL PRODUCTS Ad 


FLOORING ° FOAM PRODUCTS 
SHOE PRODUCTS . TIRES 
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STEEL 


“A MINORITY 
VIEW”’ 


How solid is the growth the 
steel industry has shown in 
the past decade? Less solid 
than appears on the surface, 
says one thoughtful analyst. 


WHILE most experts were pondering 
the steel industry’s future (“Sure, 
1960 will be great, but what about 
1961?’’), one Wall Streeter last month 
was brooding about its past. His sur- 
prising conclusion: there is less to 
the industry’s seemingly impressive 
growth record than meets the eye. 

Dollars vs. Tons. Writing in his firm’s 
Quarterly Review, Robert E. Niebling, 
research director of the brokerage 
house of Model, Roland & Stone, took 
a long, hard look at the figures. He 
freely conceded that in terms of dol- 
lars, steel sales had outpaced the 
growth of the economy as a whole 
over the past decade. The decade’s 
score: steel dollar volume up 95% 
(from an annual average of $7.4 
billion in 1947-49 to an estimated 
$14.4 billion in 1959), while the gross 
national product was climbing just 
92% over the same period to about 
$480 billion. And this in spite of 1959 
being a serious strike year. 

But, declared Analyst Niebling, in 
terms of the actual tonnage, steel was 
losing ground (see chart). Niebling 
found, for example, that in the three 
years from 1956 through 1958, the 
industry actually shipped fewer tons 
of steel (an average of 74.4 million 
tons per year) than in the immediately 
preceding three-year period (76 mil- 
lion tons per year). This despite the 
fact that in dollar terms the industry 
did better than ever and that indus- 
trial production was soaring to record 
peaks. 

Higher Prices. Niebling found two 
reasons behind this apparent paradox. 
First, he noted, the price of all steel 
products climbed far faster than most 
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other metals over the past ten years. 
Secondly, the industry was shipping 
a relatively higher proportion of 
premium-price steel products. Thus, 
higher prices and a better product mix 
more than offset actual tonnage losses. 

In his tightly reasoned study, Nie- 
bling also wondered whether steel’s 
huge investment in modern, efficient 
equipment was going down the drain- 
hole of constantly rising labor costs. 
His argument: despite heavy spending 
to modernize plants, employment costs 
per ton shipped have been climbing. 


5 § = 
VS. THE EGONOMY 


Is steel a growth-industry? It de- 
pends on which figures you use. The 
answer is ‘yes’ if you look at the 
dollar value of steel shipments. 
Strikes notwithstanding, dollar sales 
of steel products have grown faster 
than the Gross Notional Product. 





1947-49 = 100 
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But the answer is ‘no’ if you look at 
actual physical output. Stee! output, 
in terms of tonnages shipped has 
grown more slowly than the Federal 
Reserve index of durable goods 
production. 

















In the 1956-58 period they averaged 
64% higher than in 1947-49. 

Niebling’s conclusion: far from hav- 
ing attained a new level of stability, 
“the industry may be even more 
susceptible to business cycles than 
has been the case in most of the post- 
war period.” 

Says Who? Predictably, Niebling 
got little support for his thesis within 
the steel industry. One sales vice presi- 
dent rejoined that Niebling seemed to 
ignore the bullish implications of the 
changed product mix. “We've been 
working hard to change it for years,” 
said he. “It’s all to the good that 
we're making more alloy steels and 
less ‘ordinary carbon plate. The 
higher the price the better the profit.” 

Another steelman argues that Nie- 
bling was too quick to write off the 
benefits of steel’s vast modernization 
outlays. “If McDonald (United Steel- 
workers union president) cooperates,” 
says he, “I think we can get more pro- 
ductivity per wage dollar with ou 
new equipment.” 

Perhaps the most disarming com- 
ment on the Niebling study came from 
the president of a Pittsburgh-based 
alloy producer. “Okay,” said he, “so 
Niebling says we're not a growth in- 
dustry, that we're still cyclical. Who 
said otherwise? We believe steel has 
been getting less cyclical, but that’s a 
long way from saying we’re not cycli- 
cal at all.” 

On the whole, Niebling’s bearish 
views didn’t get much support on 
Wall Street either. “In 1956 the in- 
dustry had a month-long strike, and 
in 1958 they suffered the sharpest re- 
cession since the war. The wonder is 
they did as well as they did,” says one 
Wall Streeter. 

But if The Street was not buying 
the Niebling thesis in full, there was 
no doubt last month that it was taking 
a hard second look at steel’s fu- 
ture. Said one prominent investment 
banker: “We're impressed by what 
steel has accomplished in the past dec- 
ade, but we are waiting to be shown 
whether it can keep up its gain in the 
so-called ‘Soaring Sixties.’” 
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REFRACTORIES 


ON THE SIDE OF 
THE ANGELS 


Bulls on Harbison-Walker 
knew that good things lay 
ahead for the big brick 
maker. And they were right 
— if for the wrong reasons. 





WIrH THE nation’s steel mills still shut 
down last fall, Wall Street predicted 
great things for Harbison-Walker Re- 
fractories Co.* The world’s largest 
maker of heat-resistant firebricks, 
many a steel analyst calculated, was 
in for something of a boom. Visions 
swirled around their heads of the 
damage cooling steel furnaces might 
sustain: roofs collapsing, inner wall 
linings of refractory brick cracking 
and crumbling. The steel companies, 
they guessed, would be badly in need 
of bricks to line their furnaces. 

Not So. Nothing like that happened. 
To the happy surprise of steelmen, 
little damage came of the enforced 
shutdown. As reports circulated about 
the surprising speed with which steel 
production was being resumed, Wall 
Street’s love affair with Harbison- 
Walker was suddenly quenched. 

Yet the enthusiasts were on the side 
of the angels. For last month Har- 
bison-Walker’s President Earl A. 
Garber revealed that his company 
had fared well—if for unexpected 
reasons. And 1960, he said, would be 
the “best year in our history.” 


*Harbison-Walker un Pee, Co. Traded 
. Price range (1959- 
(1959) : 
1.80. Earnings 
Total assets: $1 


ig 
$1.80. ladicated’ 1960 ou 
pat share (1958): pay iat 
million. Ticker symbol: 


That was saying a lot. For in its 
best year — 1957 — Harbison- Walker 
had earned a handsome $4.38 per 
share, or a lusty 12.9% on sales after 
taxes. Even last year, considering the 
steel strike, the brickmaker had done 
surprisingly well. On sales up some- 
thing like 13% over 1958’s $79 million, 
earnings were expected to reach $3 
or more a share, up from $2.84. What’s 
more, the backlog was up sharply. 

Strangely enough, in analysts’ eyes, 
Harbison-Walker is not planning to 
replace any unusual number of fire- 
bricks in the steelmakers’ furnaces. 
Instead, though the steel industry still 
takes two-thirds of Harbison-Walker’s 
product, Garber expects to score many 
gains entirely outside that market. 
Explains Executive Vice President A. 
Brent Wilson: “Of course, increased 
steel production will have a consider- 
able influence on our gains. But the 
whole economy is picking up, and we 
expect to sell more firebrick to the 
cement, glass and other industries.” 

Basic Bonus. Just the same, Garber 
expects to get more than his share of 
the steelmen’s business. Until re- 
cently, steel was made almost ex- 
clusively in open hearth furnaces, each 
of which was_lined primarily with 
silica brick—a product turned out by 
a great number of suppliers. Lately, 
however, there has been a strong 
switch to basic oxygen furnaces, which 
require a very different kind of brick. 
Observes Wilson with obvious grati- 
fication: “There are relatively few 
suppliers of this type of brick.” 

Harbison-Walker is prepared to ex- 
ploit this demand to the full. An 
added advantage: depletion allowances 
on its fireclay and other raw materials 
make as much as 15% of each dollar 
of revenues tax free. 


HIGH TEMPERATURE TESTING OF FIREBRICKS: 
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steelmen were changing their tastes 


HARBISON-WALEER’S GARBER: 
the big year was here 


CHEMICALS 


QUID PRO QUO 


Seeing oil securities on the 

bargain counter, last month 

W.R. Grace went shopping 

for the kind of material out 

of which it hopes to tailor 

its future in the chemical 
industry. 


J. Perer Grace, president of chemical- 
making W.R. Grace & Co.,* has his 
own private vision of what the chem- 
ical industry will look like a decade 
hence. By then, Grace believes, oil 
companies will have plunged even 
more deeply into chemicals. “This 
trend,” he says, “will continue un- 
abated over the next decade.” Mean- 
while the traditional chemical pro- 
ducers will be replying in kind. More 
and more they will absorb oil compa- 
nies, such as Monsanto did with Lion 
Oil, or form joint ventures, such as 
Olin Mathieson and Sun Oil. “Turn- 
about,” Grace reasons, “is fair play.” 
The Pattern. Last month Grace was 
tailoring his corporate cloth to fit that 
pattern. He offered to accept tenders 
for well over 50% of the stock of Cos- 
den Petroleum Co., a middling-sized 
oil company with a good foothold in 
petrochemicals. The price: $25 a share, 
or $2.50 above the then going market 
value. While emphasizing that Cos- 
den had no part in the offer, Cosden’s 
President Raymond L. Tollett con- 
fided that he had tendered half his own 
Cosden stockholdings to Grace. 


*W.R. Grace & Co. Traded NYSE. Recent 
rice: 4314. Price range (1959-60): high, 5449; 
ow, 42%. Dividend (1959): $1.60 plus 2% 
stock. Indicated 1960 payout: $1.60. rnings 
per share (1958): $3.25. Total assets: $497.7 
million... Ticker symbol: GRA. 
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Grace’s interest in oil is no novelty. 
Already it is wildcatting in North 
Africa with Texas Gulf Producing. 
Nor is its interest in Cosden much of 
a surprise. In west Texas, Cosden 
owns some 40,000 barrels of daily 
refining capacity, facilities for pro- 
duction of styrene and toluene. Since 
Grace itself has a sizable stake in 
polyethylene, Cosden would serve 
nicely as a Western extension of Grace 
itself. Moreover, acquiring Cosden 
would expand Grace’s interests to 
styrene and aromatic chemicals for 
the first time. 

Cosden has some other obvious at- 
tractions. With reserves of 24.3-mil- 
lion barrels of crude oil, the raw ma- 
terials for both Grace’s and Cosden’s 
chemical lines, Cosden assures Grace 
of adequate future supplies of its basic 
ingredient. Moreover, as a refiner 
Cosden has an attractive crude import 
quota but no foreign crude reserves 
of its own. Thus, Grace someday con- 
ceivably could supply its chemical 
plants with cheap imported crude. 

That too could be part of the pat- 
tern: For as Peter Grace once noted: 
“Monsanto and Dow have both ac- 
quired gas and oil reserves in order 
to protect their raw material posi- 
tion.” The implication then was: 
Why should Grace not do likewise? 
Now, though it has no plan to integrate 
Cosden, the potential is there. 

The Lesson. Wall Street, which has 
never particularly admired Grace’s 
timing, this time seemed impressed. 
In launching out into chemicals, Grace 
bought into many situations just when 
the chemical industry was nearing 
overcapacity in those items. With 
Cosden, on the other hand, Grace 
had gone shopping at a time when 
oil securities were on the bargain 
counter. 


GRACE’S GRACE: 
mixing oil and chemicals 
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COAL LADEN CARS BOUND FOR THE SURFACE: 


COAL 


FASTER BURN 


Coal a growth industry? 

Maybe not, but many coal- 

men this year are talking 
as if it were. 


Over the next year, one out of every 
nine homeowners who still use coal 
for heating will shift to gas or oil. 
That should have been a glum statis- 
tic for the men who mine and sell 
coal, but last month it hardly caused 
a ripple. As one coalman gleefully 
put it: “The railroads are gone as cus- 
tomers, the homes are almost gone, 
the export market is shot. Are we 
worried? Hell, no! We've lost al- 
most everything we've got to lose. 
But our really big markets are on 
their way up.” 

Quality Not Quantity. It was not 
that coalmen expected a big pickup 
in total volume. Take Island Creek 
Coal, third-ranking bituminous pro- 
ducer. This year President Raymond 
E. Salvati expects to ship only about 
10% more in actual tonnage than last 
year. Nevertheless, even this early in 
the game, he expects that his 1960 
earnings will be at least double 1959's 
depressed $1.48 a share. Behind his 
buoyancy: the fact that steel, after 
1958’s recession and 1959's strike, was 
back in business with a boom. 

Said Salvati: “Most of our coal is 
metallurgical grade, but for the past 
two years we sold it where we could 
—export, ships, other markets. We 
had to take prevailing low prices. 
This year we'll sell some 53% of our 
production for steel [vs. 23% in 
1958], and the price is much better.” 

The story was about the same for 


“the big markets are on the way up” 


Consolidation Coal, giant of the in- 
dustry ($362-million assets) Last 
year Consolidation barely matched 
the paltry $2 it earned in 1958, which 
in turn was the lowest point since 
1954. But Consolidation’s President 
Armstrong R. Mathews has high ex- 
pectations for 1960. Says an aide 
“Industry production this year will 
be up about 7%. But we'll do a lot 
better than the industry because of 
our heavy involvement in metallur- 
gicals.” 

Peabody's Good Customers. Even 
more promising than steel as a market 
were the utilities, which keep burn- 
ing bituminous in growing amounts 
Already representing the biggest sin- 
gle customer (some 46% of all U.S. 
consumption last year), their appetite 
is growing steadily. In 1959, that 
category was about the only one to 
show a sizable increase, is due for 
another 11% jump this year. As in- 
dustrial companies close down their 
generating plants, utilities are simply 
taking over an equivalent amount of 
coal for increased generation of cur- 
rent to those companies. 

That was one reason Peabody Coal, 
second-ranking bituminous producer, 
which sells some 70% of its total out- 
put to utilities, was one of the very 
rare coal companies actually to raise 
1959 earnings over the year before 
At the nine-month mark, Peabody net 
was running 17.2% of the year be- 
fore, and for the full year was a safe 
bet to beat the $1.07 per share earned 
in 1957. For the next year, says Presi- 
dent Merl C. Kelce, “our tonnage will 
be up again, and so will our earnings.” 

No Place to Turn? Not that coalmen 
did not have their worries. The home 
heating market has been fair! - well 
written off and so to a lesser acgree 
have export markets. But even in 
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steel, coalmen are having to run 
faster to stay ahead. Reason: more 
efficient steel mills. A Consolidation 
executive, for example, points out that 
the steel mills this year will use about 
7% less coke than they did in 1955, 
even though steel output will be 10% 
higher. Even so, coalmen hope, sooner 
or later steel capacity will increase 
again, and take more coal. 

But most coalmen were in no mood 
for worrying over such cross-currents 
in the stream of prosperity last 
month. Said one coal expert: “The 
hydro [water power] sources have 
just about all been tapped by now. 
Barring some real development from 
atomic energy, the utilities have no 
place to turn except to coal.” On 
that basis, Consolidation’s Economist 
George A. Lamb predicts that by 1975 
the coal burned for power generation 
alone should equal total coal produc- 
tion last year. Bubbled another coal- 
man: “Why, we're almost a growth 
industry. If anything, it’s going to be 
hard to get production up to demand.” 





COAL: 1960 


The National Coal Association ex- 
pects only a moderate (7% or so) 
increase in bituminous coal produc- 
tion for 1960, which will still leave 
the industry well below the pros- 
perous level of 1957... 
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... Nevertheless, most coal com- 
panies should fare reasonably well. 
Both utilities and coal steel mills 
will be buying a great deal more 
than they did last yeor and this 
should benefit outfits which spe- 


moe in these kinds of coal... 
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... Meanwhile, other segments of 
the industry will fare relatively 
badly. Chief among them: general 
industrial, export and home heat- 
ing coals, 











AMUSEMENTS 


NEW FACES AT 
TECHNICOLOR 


It would be hard to find two 

more contrasting types than 

Pat Frawley and Herbert Kal- 

mus. As Kalmus steps down 

and Frawley steps up, it looks 

like a new era for Techni- 
color. 





FLAMBOYANT Patrick Joseph Frawley 
is a fast-talking salesman-promoter 
who, at 36, has accumulated a fortune 
estimated at upwards of $10 million 
by making quick killings in such 
products as ballpoint pens and inks. 
Herbert T. Kalmus, 78, is a dignified, 
reticent physicist and chemist and one- 
time professor (at Canada’s Queens 
University) who built a fortune on his 
own invention of Technicolor motion 
picture film. 

Last month, Scientist-businessman 
Dr. Kalmus met Promoter-business- 
man Frawley under conditions which 
were considerably less than cordial. 
Kalmus, preparing to step down as 
board chairman of Technicolor, Inc.,* 
had groomed Fellow-scientist John R. 
Clark Jr. as his successor. But before 
he could complete the transition, Pat 
Frawley had arrived on the scene. 

Frawley’s Proxies. Waving proxies 
for what he claimed were 350,000 
of Technicolor’s 2 million common 
shares, Frawley demanded effective 
control of the company, including the 
right to nominate nine of the board’s 
12 directors. Frawley made it very 
clear that he was less than satisfied 
with recent management of the com- 
pany, under which Technicolor’s net 
had dropped from $2.3 million in 1954 
to a deficit of $41,000 in the first 40 
weeks of 1959. 

Grumbled Frawley: “Technicolor 
could be another Eastman Kodak.” 

Snorted Kalmus: “I refuse to make 
any comment on what Mr. Frawley is 
doing because I don’t know anything 
about it.” Kalmus quickly pushed 
through the board John Clark’s nom- 
ination as new president of Techni- 
color, Inc. 

Hollow Victory. But it was obvious 
last month that aging Herbert Kalmus 
had won a hollow victory. Though 
Clark was Kalmus’ man, his first 
policy statement bore many marks of 
prompting by Frawley. A few days 
later Pat Frawley was elected to the 
Technicolor board and at month’s end 


*Technicolor, Inc. Traded American Stock 
Exchange. Recent price: 8%. Price range 
(1 ): high, 10%; low, 55%. Dividend 
(1959): none. Indicated 1960 payout: none. 
a per share (1958): 28c. Total assets: 
$25 million. Ticker symbol: TK. 


Technicolor made a very un-Kalmus- 
like move, purchased Denver radio 
station KICN for $575,000. 

With a firm foothold in the Tech- 
nicolor door, what would Frawley do 
next? He is known to feel that Tech- 
nicolor failed to adjust to the declining 
fortunes of the movie industry. The 
company’s research laboratories have 
been very active, but Kalmus has done 
little in the way of active diversifica- 
tion to date. Technicolor’s only major 
diversification move has been a Con- 
sumer Photographic Products Divi- 
sion, mainly involved with processing 
Eastman Kodak film. That division 
accounted for some $7 million in sales 
last year (against $22 million for 
U.S. movie film) but operated in 
the red. 

One key to Frawley’s plans: he is 
a salesman who looks at things from 
the consumers’ point of view. “I try 
to find out what the people need first, 
rather than producing the product 
that is best for the factory and then 
selling it,” he says. 

Currently, Frawley’s idea is that 
the public wants more and more ama- 
teur photographic materials. Says he: 
“I am very bullish about the whole 
industry.” But he believes that prod- 
uct simplification is needed . “People,” 
says he, “are ashamed to own a 
Brownie now. The camera has become 
a sort of status symbol. All these 
shutter speeds and light meters give 
me a pain in the ear.” 

“Technicolor,” says he, “is now too 
closely oriented towards the motion 
picture industry. The development of 
a consumer film, with the interna- 
tional renown of the Technicolor name, 
would have tremendous potential.” 

Who's Afraid of Kodak? Frawley has 
no inhibitions about tilting with such 
giants as Kodak. As President of 
razor-making Eversharp, he is cur- 
rently tilting with Gillette, last year 
boosted sales of Eversharp’s Schick 
injector razors by 3 million to a new 
high. Earlier his Paper-Mate (ball 
point pens, ink) venture had estab- 
lished his reputation; sales boomed 
from $343,000 to $46 million in five 
years. He emphasizes that Eversharp’s 
90-man sales force covers just the 
outlets (drugstores and the like) that 
would be useful for consumer photo- 
graphic products. 

As things stood at month’s end, 
Frawley’s chance of having his way 
looked remarkably good. For the mo- 
ment, says he, he is content with the 
present compromise under which both 
he and Kalmus sit on the board. “But 
it is possible,” says he, “that in the 
future some of my associates will join 
me on the board of Technicolor.” As 
Herbert Kalmus stepped out, it looked 
increasingly as though Pat Frawley 
would step up. 
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FOOD 


THE LEAVENING IN PILLSBURY 


Flour milling had become a listless business, and proud 
old Pillsbury seemed tired indeed, Then Phil Pillsbury 
and Paul Gerot began shaking things up, turned the 
company into a lively and prosperous creator of con- 
venience foods. And Pillsbury is only getting started. 


For a chief executive who had just 
reported a significant dip in earnings 
and watched his firm’s common stock 
slide to a 13-month low, President 
Paul S. Gerot of Minneapolis’ Pills- 
bury Co.* appeared last month to be 
remarkably free of concern. “Last 
year,” explained Gerot, “things were 
abnormally good in this industry, and 
we simply looked better than we 
were. We said so at the time. I sup- 
pose a good many people just weren’t 
listening.” 

Adverse comparisons notwithstand- 
ing, last month 91-year-old Pillsbury 
Co., the U.S.’ second largest flour 
miller, continued to look remarkably 
healthy. All the more so by contrast 
with its past. Before World War II, 
Pillsbury, a handler of bulk flour and 
export wheat, had been visibly ailing. 
Its plants were obsolete, its executive 
thinking hidebound.- Pillsbury in 
those days had, in fact, little to recom- 
mend it except a good-sized volume 
and a name that spelled quality. 

Those strengths remain, but in re- 
cent years there has been a mighty 
leavening of Pillsbury’s corporate bat- 
ter. The main yeast of change: youth, 
organizational streamlining, and a 


*Pillsbury Co. Traded NYSE. Recent price: 
3634. Price range (1959-60): high, 4934; low, 
¥4. Dividend (1959) $1.25. Indicated 1966 y 

ings per share (1959): £70. 


out: . rn 
ts: $129.4 million. Ticker symbol: 


Total 
PSY. 


newborn zeal for research and de- 
velopment. With a sure-footedness al- 
most unmatched in its business, 
Pillsbury has ventured into such con- 
venience foods as cake and pie mixes, 
refrigerated dough products and in- 
stant potatoes, and made them pay off 
handsomely. Meanwhile, it has tapped 
such other promising veins as formula 
livestock feed and special mixes for 
bakeries, hotels, hospitals and factory 
cafeterias. 

Now as then, Pillsbury remains a 
big flour miller, and it has come up 
with new processes which give it a 
clear lead in milling technology. Yet 
the better part of its sales now comes 
from other sources. “For the most 
part,” remarks one member of Gerot’s 
inner circle, “we just don’t think of 
ourselves as flour millers.” 

Proof of the Pudding. All of which 
has won Pillsbury plenty of admira- 
tion in Wall Street. Yet the closer 
such ties become, the more the rela- 
tionship is strained by bad news. Right 
now that strain is telling. For, after 
rising a very swift 83% in the 1957- 
59 fiscal years (ended May 31), Pills- 
bury’s earnings took a 24% dive to 
$1.52 in the six months ended last 
November. 

Was Pillsbury at last losing its spe- 
cial touch—the ability to turn a profit 
in milling that is the envy of such 
outfits as rival General Mills? On the 


WHEAT CROP READY FOR HARVESTING: 
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record, the answer would be that it 
was not. For one thing, Paul Gerot’s 
Pillsbury had suffered a four-week 
strike at its big, multi-product Spring- 
field, Ill. mill, which cost it volume 
and added to its distribution expenses. 
Meanwhile, its by-products busi- 
nesses, which had been booming the 
previous year, had deteriorated on an 
industry-wide basis with the decline 
in livestock and poultry prices. This 
downtrend now appears to have been 
arrested. 

Yet even in this moment of mild 
adversity, Pillsbury stands out in the 
milling industry, not only for its rela- 
tively buoyant profits, but for a 
greater stability than other flour mill- 
ers enjoy. Time was when mighty 
General Mills regarded Pillsbury as 
merely a nuisance. But General Mills’ 
sales, twice those of Pillsbury a dec- 
ade ago, are now only 53% large 
What’s more, based on the 1948-50 
average, through 1959 Pillsbury reg- 
istered an 88% gain in earnings per 
share, while General Mills’ earnings 
logged an unimpressive 25% rise 
Over the same span, Pillsbury’s re- 
turn on invested capital leaped from 
6.8% to 10.1%, General Mills’ tobog- 
ganed frora 16.9% to 11.7%. This fiscal 
year, Pillsbury seems all but certain 
to best its bigger rival in profitability 

In the latest reported six months, a 
period milling executives themselves 
describe as “the return to reality,” 
Pillsbury’s Gerot passed the stability 
test with consummate ease. Though 
earnings were off 24%, at $1.52 pe 
share, they were still the second high- 
est of any corresponding period of 
Pillsbury’s history. Meanwhile, Gen- 
eral Mills’ President Charles H. Bell 
was reporting earnings down a steep 
49% to 54c per share, General Mills’ 
lowest first half profit since 1952. 


PILLSBURY’S GEROT: 
rom an age-old commodity, new time savers for the housewife 





The Planner. Behind these assorted 
figures lies a story of corporate re- 
juvenation well worth recording. Its 
beginning was in 1940, when Yaleman 
Philip Winston Pillsbury, grandson of 
co-founder John S. Pillsbury, as- 
cended to the presidency. With’ 16 
years of mill experience behind him, 
Phil Pillsbury was full of plans to 
banish forever the company’s repute 
as Rip Van Winkle of the industry. 

At the time, the big millers were 
grappling with some tricky shifts in 
economics. Per capita flour consump- 
tion was declining. Home baking was 
on its way out. Housewives whose 
mothers bought flour by the 50-pound 
sack were now supplying their fami- 
lies with pre-baked bread and cake. 
For the flour miller, this did mean 
bigger bulk sales to the bakeries, but 
these carried low margins. It clearly 
boded ill for the premium-priced na- 
tional brands which were their real 
profitmakers. Phil Pillsbury, however, 
believed he had the right recipe for 
corporate recovery: research to turn 
up new outlets for flour, diversifica- 
tion, and the rounding up of a crop 
of vigorous young executives. 

Though Phil Pillsbury succeeded in 
putting his ideas across at Pillsbury, 
it was a decade later before very 
much came of them. World War II, 
with its priorities and excessive de- 
mand for foodstuffs, turned things 
askew. But more important, Phil 
Pillsbury’s assets did not include that 
special talent that can turn a dream 
into a reality. “I’m convinced,” says 
one Pillsbury executive, “that Phil’s 
thinking was correct. But we had a 
few situations where things were 
right conceptually and still didn’t pan 
out.” 


The Doer. Realizing this, Phil Pills- 
bury began to look for a tough- 
minded operational executive to ram- 
rod his project. He finally found such 
a man in Iowa-born Paul Gerot, who 
had started with the company in 1926 
and had come up through the grocery 
sales branch. Transferred to Minne- 
apolis in 1944 to fill a middle-manage- 
ment post, Gerot became intrigued 
with the possibilities of the cake mix 
market. After the war, he engi- 
neered Pillsbury’s debut with a full 
line of such products. In 1952, Phil 
Pillsbury moved up to chairman and 
Gerot became president and chief ex- 
ecutive officer. 

Actually, Gerot’s success in invad- 
ing the cake mix field involved quite 
a lot more than producing a product 
and putting it on the grocery shelf. 
For several years after the war, mixes 
met a great deal of sales resistance. 
What’s more, the competition was hot. 
In 1956, General Foods slashed prices 
on Swans Down, touched off a mam- 
moth price war. Some companies 
pulled out of the business, but Pills- 
bury stuck. 

Into the Oven. “We believe,” says 
Gerot, “that the most wholesome way 
to diversify is to take advantage of 
opportunities from within.” For the 
most part, this is the fashion in which 
Pillsbury’s diversification has fro- 
ceeded. The company’s big push into 
research and development, begun by 
Phil Pillsbury, has kept the company 
very close to the food business. Gen- 
eral Mills, by contrast, has ventured 
far afield into such lines as chemicals, 
electronics and aerial balloons. 

Because Pillsbury’s product devel- 
opment has turned up so many new 
merchandising possibilities, the com- 


TESTING INSTITUTIONAL MIXES AT SPRINGFIELD (ILL.) MILL: 
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a fast start in the “eating-out” market 





A decade ago, rival General Mills 
hed it all over Pillsbury when it 
came to profitability. But by last year 
Pillsbury had just about caught up. 
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pany has made few acquisitions. Yet 
during fiscal 1952, Gerot’s single year 
as executive vice president, he did 
engineer two key outside purchases. 
For about $3.7 million in stock he 
bought Louisville, Ky.’s Ballard & 
Ballard Co., a brainy but underfi- 
nanced maker of refrigerated biscuits. 
Gerot quickly expanded this line, now 
dominates the refrigerated dough 
market with a dozen biscuit, roll and 
cookie items distributed through a 
valuable arrangement with National 
Dairy Products’ Kraft Foods division. 

Just nine months after the Ballard 
move, Gerot made a second acquisi- 
tion, snapped up Hamilton, Ohio's 
Duff Baking Mix division of Ameri- 
can Home Foods for $2.2 million cash. 
What Gerot was after in this case 
was not so much Duff's product line, 
which largely resembled Pillsbury’s, 
as Duff’s big and modern Hamilton 
plant. Considering the somewhat 
strained state of Pillsbury’s own pro- 
duction facilities, the purchase was 
remarkably well-timed. 

Ironically enough, Gerot wound up 
in trouble with the Federal Trade 
Commission over both these acquisi- 
tions. In 1952, Pillsbury became the 
target in a test of a 1950 amendment 
to the Clayton antitrust act, and the 
case is still pending. Currently the 
FTC is reviewing an examiner’s rec- 
ommendation that Pillsbury divest 
itself of certain of its purchased assets. 

By now, Gerot’s losses would be 
minimal. At the worst, his major di- 
vestures would be the Hamilton plant 
and a run-down old flour mill in 
Louisville. Although Pillsbury might 
lose some of its production capacity, 
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PILLSBURY’S PILLSBURY: 
he had a recipe 


its cake mix and refrigerated dough 
lines would go largely untouched. 

Battle on the Shelf. Today the com- 
mand at Pillsbury rests in the hands 
of not two, but five men. Phil Pills- 
bury is still chairman, and Gerot re- 
mains chief executive, but under 
Gerot’s recently decentralized corpor- 
ate set-up greater leeway is given to 
his three executive vice presidents 
and divisional managers. These men 
are Robert J. Keith, consumer prod- 
ucts; B. J. (“Ben”) Greer, mill oper- 
ation and bakery and _ institutional 
sales; and Dean McNeal, feeds, feed 
ingredients and grain merchandising. 
As one of Gerot’s staff officers puts it: 
“Those five guys are really wired 
together.” 

As a consequence of Gerot’s fascina- 
tion with convenience foods, it is 
Bob Keith’s division which contributes 
the biggest figures to the company’s 
income sheet—probably 45% of total 
sales, 55% of over-all profit. A lean, 
intense man of 45, Keith is thorough- 

‘ly experienced in sales and adver- 
tising. Within the past two years he 
has placed no fewer than 28 new 
products on the supermarket shelf. 

In refrigerated cookies, biscuits and 
rolls, Pillsbury continues to hold a 
big lead. In family flour, a slow- 
moving business these days, Pillsbury 
trails well behind General Mills’ 
Gold Medal brand. It is, however, in 
the cake mix arena where the battle 
is really being joined. Currently Pills- 
bury, General Mi! Betty Crocker, 
and Procter & Gamble’s recently- 
arrived Duncan Hines hold about 
equal shares of the market—some- 
thing less than one quarter for each. 
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And in case anyone should slip, Gen- 
eral Foods’ Swans Down is ready and 
willing to move up. 

To compete more effectively, Keith 
has been straightening out some long- 
time ills in Pillsbury’s distribution. He 
has cut down his invoicing points from 
33 to four, reduced his warehouses 
from 116 to 18. Inventory logistics are 
now electronically controlled. 

Bob Keith professes to have the 
utmost respect for his rivals, thinks 
overconfidence the cardinal sin in 
merchandising. Says he: “We've got 
something nobody else has—one name 
over an entire line. That’s our greatest 
strength. It could, however, be our 
greatest weakness. Take General 
Foods for example. If Jello falls out 
of bed, does Maxwell House get hurt?” 

Men & Machines. Not long after Paul 
Gerot took over the presidency in 
1952, he sent for stocky, efficiency- 
minded Ben Greer. Greer had been 
with Pillsbury since 1926, first work- 
ing as a grain buyer and finally rising 
to head of West Coast operations. 
His new assignment: to place Pills- 
bury’s milling operations in up-to- 
date shape. 

Greer set to work by bringing in a 
consulting firm, installing an indus- 
trial engineering department, and set- 
ting up work standards. He cut his 
work force and improved the techni- 
cal calibre of personnel remaining. 
Gradually, as Pillsbury’s circum- 
stances permitted, he installed more 
efficient equipment. 

In 1958, Greer’s technicians sud- 
denly came up with some very big 
news. Pillsbury, reported they, had 
finally succeeded in perfecting its 
long-awaited turbo milling process. 
The breakthrough was revolutionary. 
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Not only does the turbo process pro- 
vide a greater uniformity in flour, but 
it also can refine it so precisely that 
variables in wheat quality can be 
overcome. By this summer, about 
25% of Pillsbury’s capacity will in- 
volve turbo processing. When patents 
are finally approved, it appears cer- 
tain that Gerot will manufacture 
turbo milling equipment for outside 
sale, thus giving Pillsbury a new and 
highly profitable sideline. 

Under the new table of organiza- 
tion, Greer now heads up bakery and 
institutional sales as well as engineer- 
ing and production. Bakery flour sales 
continue to be dependent largely upon 
population growth, but Greer also now 
has a burgeoning, high-margin busi- 
ness in convenience foods for hotel, 
hospital and factory cafeteria use. He 
also looks for the lively market for 
specialized bakery mixes to double 
within the next decade. “For years,” 
says Greer wryly, “we had to fight to 
sell mixes to the baker. Now he’s 
beating the door down.” 

Feed in a Trough. Of all its product 
lines, Pillsbury’s agricultural division 
seems farthest removed from the 
company’s traditional pursuits. And 
in fact this unit, dealing in livestock 
and poultry feeds, feed ingredients 
and grain merchandising, is removed 
in more ways than one. While Pills- 
bury may succeed in hedging the 
wheat inventories it carries for flou 
milling, it has no weapon to counter 
the sharp swings that characterize 
livestock prices and the resultant de- 
mand for feed. Profits from such by- 
products were high during the early 
part of fiscal 1959. At present they 
are down substantially. 

Top man in this division is outgoing 
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a tough race for sales supremacy 
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SHOPPING HOUSEWIFE: 
in the dairy case, leadership 


Dean McNeal, 47, a onetime Kansas 
State economics instructor and Ralston 
Purina executive, who came to Pills- 
bury in 1947 as a business analyst 
and was named by Gerot to direct feed 
operations in 1954. McNeal lives by 
the “feeding ratio,” the relationship 
between livestock and grain prices, 
which tends to determine how much 
feed the farmer will buy. Feeding 
ratios now appear heade¢| for an up- 
turn, but there will probably be a 
time lag before feed profits show sig- 
nificant gains. 

Meanwhile, McNeal is working to 
broaden his feed line and to devise a 
strategy to spirit a bigger share of the 
market away from his old employer, 
Ralston Purina. Easily the U.S.’ big- 
gest mixed feed producer, the master 
of Checkerboard Square has over the 
years built a potent network of dis- 
tributor franchises. McNeal, however, 
believes that the coming of the large- 
scale farm has made this type of two- 
profit operation obsolete. “What we’re 
interested in,” says he, “is making 
direct sales to the ultimate consumer. 
The fact that we don’t have a big dis- 
tributor set-up enables us to move 
more aggressively with the trend.” 

Filling the Coffers. The building of 
an industrial complex so broad and 
so deep quite obviously has created 
money problems. At the time, when 
Gerot assumed practical operating 
control, Pillsbury was still largely a 
bulk commodities handler and, be- 
cause of the necessity to finance huge 
inventories, was quite short of work- 
ing capital. To counteract this and 
press forward his expansion, Gerot 
sold $5.4 million in common stock in 
1952. His equity base thus broadened, 
he was able to boost his funded debt. 
Then, in August 1958, he brought in 
another $5.6 million through sale of 
equity. 
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It cannot be said that Gerot sold 
his common under the best of condi- 
tions. Unlike General Mills’ stock, 
Pillsbury’s common has historically 
been traded well under its book value 
per share. Only recently has this situ- 
ation been overcome. Moreover, both 
of Gerot’s equity sales occurred just 
before a sharp market climb. Had he 
waited a few months longer, he would 
have added several million dollars to 
his coffers. 

On this latter score, Gerot’s money 
managers are philosophical, figure 
that Pillsbury probably avoided a lot 
of investor ill will by missing the 
market peak. Explains Treasurer 
Terrance Hanold: “It’s not too good 
to sell a lot of people into a long-term 
disappointment.” 

The Think Factory. If Pillsbury was 
once a clumsy competitor, it is now 
a lean and hungry fighter. Aware 
that the firm’s size and resources do 
not come close to matching those of a 
General Mills, Procter & Gamble or 
General Foods, Gerot and his lieuten- 
ants have stacked their chips on speed, 
alertness and inventiveness. They 
have, moreover, made these qualities 
a matter of broad corporate concern. 

If Pillsbury’s opportunities in re- 
search are not quite those of an elec- 
tronics or a chemical company, it is 








Making The Grade 


General Mills’ common stock has 
customarily sold well above its book 
valve. Pillsbury’s, on the other hand, 
has rarely done so. But finally, Pills- 
bury’s new profitability attracted in- 
vestor interest, and its stock then 


soared above book. 
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GRINDING WHEAT: 
in the mill, a revolution 


an outfit that, nevertheless, gives no 
quarter in enthusiasm. A visiting 
executive, casually mentioning a tasty 
viand he had sampled the evening be- 
fore, might, for example, be startled to 
see Pillsbury men taking notes. The 
firm’s home service unit, composed of 
home economists, avidly winnows 
through letters from housewives to 
spot product suggestions. Gerot, in 
fact, has assigned one top executive 
to the full time task of gathering cor- 
porate intelligence. 

Few topics intrigue Paul Gerot more 
than the mechanics of turning up a 
new idea. After trying a half dozen 
or so possible sources for new prod- 
ucts, he pronounced them all use- 
ful. “This is a never-ending job,” 
notes Gerot. “Right now we’re trying 
to tap every source that we can.” 

Unlike a good many of his counter- 
parts in U.S. industry, Gerot shows 
little inclination to pin down his re- 
search for near-term gain. Recently 
Pillsbury set up a synectics unit, com- 
posed of brainy personnel who devote 
themselves to gathering technical 
data and assessing its probable effect 
on the company’s future. Practiced 
most extensively by San Francisco’s 
Rand Corp., which operates under 
military contract, synectics is formally 
employed by only a half dozen U.S 
corporations. 

“You never know,” observes Gerot, 
“what tomorrow may bring. We think 
the company that doesn’t have a tech- 
nological program today is in for 
trouble.” 

Still, such forward thinking can 
sometimes have its embarrassments. 
Whether Paul Gerot has been ap- 
prised of the fact or not, one of Pills- 
bury’s research men just the other day 
created a very technologically ad- 
vanced cake. It was made entirely 
without flour. 
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SHOES 


WHOM THE 
SHOE FITS... 


Which shoemaker does the 
slipper of profitability fit? 
Last year again, the industry 
Cinderella was Clark Gam- 
ble’s Brown Shoe. But that 
mean old stepmother, the 
Justice Department, is trying 
to take it away. 


Ciark Rosinson GAMBLE is a 66- 
year-old chief executive who has lit- 
tle use for some of the shibboleths of 
modern corporate management. He 
doesn’t believe, for example, in stag- 
ing elaborate annual meetings to keep 
stockholders happy. As president of 
St. Louis’ Brown Shoe Co.,* he rarely 
even comes to Manhattan for his 
company’s routine and lightly-at- 
tended annual meetings. Says he: 
“All the speeches, free lunches and 
product giveaways in the world don’t 
equal a steady growth in profit- 
ability.” 

Even more important, Gamble 
doesn’t think that a company should 
rush into a new line of business just 
because it runs into problems in its 
traditional line. Unpromising as the 
shoe business might look to other 
businessmen, Gamble has kept Brown 
exclusively in the selling and manu- 
facture of shoes. “What we’xe after,” 
says Gamble, “is profitability:” If that 
shoe fits, he’s not going to worry too 
much about conforming to the latest 
corporate fashions. 

Snug Fit. In Brown’s case the shoe 
of profitability fits very well indeed. 
Brown Shoe has been showing all the 
earmarks of a growth company. In the 
past five years alone, in part through 
acquisitions, it has doubled its sales 
—but not at the expense of earnings. 
Brown’s per share net has risen in 
every year but one since 1953, and 
last year’s was more than double 
what it was six years ago. 

Last month Clark Gamble unlaced 
his annual report for fiscal 1959—and 
it was fitting as snugly as ever. As is 
often the case, Gamble didn’t report 
to stockholders in person. He sent 
Treasurer Henry Hall to do that. On 
sales up 15% to a record $276.6 mil- 
lion, Hall told some 15 faithful stock- 
holders, share net had hot-footed 
ahead 35.7% to $6.34. Better yet, 
Brown was earning a _ well-heeled 
15.3% on its stockholders’ investment 


*Brown Shoe Co., Inc. Traded NYSE. Re- 
cent price: 7149. Price range (1959-60): high, 
76; low, 574. Dividend (1959): $2.20. Indi- 
cated 1960 geveut: $2.80. Earnings per share 
(1959): $6.34. Total assets: $122.9 million. 
Ticker symbol: BWS. 
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Of the three top U.S. shoemokers, 
Brown has easily led the field in 
both growth and profitability over 
the past five years. 
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(see chart), easily surpassing big 
rival Genesco’s 13.1%, International 
Shoe’s down-at-the-heels 8.5% return. 

Hall’s figures revealed that Brown’s 
percentage of sales brought down to 
net was an industry-topping 4.2%, 
vs. International’s 3.3% and Genes- 
co’s 3.1%. This despite the fact that 
the three had virtually identical sales 
volume in 1959. A close third in 
total sales, therefore, Brown was an 
easy first in net profits. 

Orientation: Retailing. PresidentGam- 
ble feels strongly that Brown’s surge 
from third place to first among 
the shoe industry’s Big Three re- 
flects a faithful concentration on the 
point-of-sale. Declares he: “We're 
retail-oriented. We spend extra time 
and effort making sure that the peo- 
ple who sell our shoes realize a highly 
satisfactory profit.” 

This means keeping a benevolent 
eye on the problems and profits of the 
9,000-odd independent distributors 
who sell Brown’s 34 brands of shoes 
(19 of them for women, 8 for chil- 
dren). But it also means more direct 
returns to Brown: Gamble’s retail 
orientation led him to snap up three 
big retail shoe chains (Wohl, Regal, 
Kinney) in the years 1951-56. These 
acquisitions brought with them some 
650 stores (now over 800) throughout 
the U.S., added an immediate $100 
million to Brown’s sales volume. 

Brown’s very aggressiveness, how- 
ever, is currently the root of Gamble’s 
biggest problem. The retail mergers 


brought the Justice Department down 
on Brown with an antitrust suit, 
seeking to block the Kinney deal. 
Though Brown showed in a 387-page 
brief that it still produces less than 5% 
of all U.S.-made shoes and sells less 
than 3% of the $4-billion a year shoe 
market, it nonetheless lost the first 
round to the trust busters. Last No- 
vember a federal judge ruled that the 
Kinney purchase violated the Clay- 
ton Act and ordered divestiture; 
Brown is appealing the ruling to the 
Supreme Court. 

Market for Profits. If the ruling 
stands it will be a body blow to 
Brown. Not only does Kinney con- 
tribute an estimated $80 million in 
sales and at least proportionate prof- 
its, it is the only Brown chain which 
carries shoes for the whole family. 

To Gamble’s way of thinking, that 
would be a serious loss indeed. Kin- 
ney gets a full 75% of its volume from 
the sale of women’s and children’s 
shoes. And Gamble regards the 
women’s and children’s shoe market 
as easily the most promising. In this 
respect he differs sharply from Gen- 
esco’s Maxey Jarman, who argues that 
men’s shoe styles are less subject to 
obsolescence, therefore less risky and 
more profitable. 

Gamble heartily disagrees. “Sure,” 
says he, “a merchant selling to women 
has to carry more styles. But don’t 
ever forget that those risks are com- 
pensated for by higher profit margins 
and greater turnover.” Gamble also 
feels that the growth is in women’s 
shoes. “Remember,” he adds, “that 
there has been no increase in decades 
in the two pairs of shoes the average 
man buys in a year. Compare that 
with the working girl who buys a 
minimum of five to 
year.” 

Gamble, in fact, is counting on the 
working girl to give Brown anothe: 
step forward this year. “This indus- 
try,” says he, “has a history of one 
fat year followed by a lean one.” 
Since 1959 was a fat year for the shoe 
industry (U.S. production passed the 
600 million mark for the first time in 
history), 1960 promises to be some- 
thing of a letdown. But not neces- 
sarily for Brown. “We’re expecting a 
modest sales increase for 1960,” Gam- 
ble says. “Perhaps 10% to 12%, 
though higher prices will account fo 
at least half the boost.” 

Stepping Ovt. With that expecta- 
tion in mind, Gamble and his directors 
decided that it was time to assure 
stockholders of another well-shod 
year. Last month they mailed to stock- 
holders a quarterly dividend of 70c, a 
15c increase over the previous rate 
and the fifth dividend boost in ten 
years for Brown’s 6,000 stockholders. 
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MONEY 


ON DEPOSIT WITH 
UNCLE SAM 


Some alert investors are dis- 
covering what corporate 
treasurers have long under- 
stood: that you can make a 
nice, risk-free return by 
putting your spare cash on 
deposit with Uncle Sam. 


“Tr’s quite a problem for us,” con- 
fessed a Manhattan banker last month. 
“We hate to lose deposits at a time 
like this. But what can we do? Com- 
mercial banks can pay only 3% on 
savings deposits and nothing at all on 
checking accounts; the customers are 
finding they can get 4.5% and better 
in Treasury bills without really sacri- 
ficing liquidity.” Concluded he: “How 
can I honestly advise them to leave 
their money in the bank?” 

The banker had good reason for 
having Treasury bills on his mind. 
During the second week in January, 
individuals wanting money to buy 
Uncle Sam’s latest issue of 366-day 
promises-to-pay, drained the nation’s 
hard-pressed banks of an estimated 
$200 million in cash. Particularly in 
such larger cities as New York, Chi- 
cago and San Francisco, thousands 
had suddenly discovered the advan- 
tages of holding the Federal Govern- 
ment’s short-term IOUs. All this did 
not involve the smallest depositors, of 
course; Treasury bills sell only in 
$1,000 denominations. But it was cost- 
ing the banks withdrawals from their 
large and medium-sized accounts, 
which are their most profitable. 

As Good as Cash. With a form of 
investment almost as liquid as money 
in a checking account, investors had 
found they could get a high return on 
their reserves and on temporarily 
idle cash. Treasury bills are highly 


r—TANTALIZING T-BILLS-— 


High yields are a major factor in 
the new ularity of short-term 
Treasury Gifs. Here is what an in- 
vestor could have realized on some 
representative issues in mid-Janu- 
ary: 


Date of Maturity Yield* 


3.85% 
4.20 
4.35 
4.60 
4.75 


February 25 

March 31 

May 5 

June 22 

October 17 
(one-yr. issue) 


*Yields shown cre an average of the bid and 
asked yields. 














BARGAIN BILLS 


With a current average yield of 
around 4.5%, U.S. Treasury Bills (91- 
and 182-day maturities) are at their 
lowest prices in history. Not quite 
two years ago, the bills yielded just 
2.22%, less than most banks were 
paying on savings deposits. 
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liquid: most banks and brokers stand 
ready to buy them back,. charging 
only insignificant commissions. Bills 
are virtually risk-free; because they 
come due anywhere from 30 days to 
one year, the risk of fluctuation is 
very small. They can even be pur- 
chased a few days or weeks from 
maturity to earn interest on tempo- 
rarily idle funds. Last month, for 
example, a $1,000 bill due in one week 
could be bought to yield 3.8% even 
for this short period.* 

Thus, the bills do not carry the risk 
of wide market fluctuation that gov- 
ernment bonds and notes do. Treasury 
bills are almost as good as cash. And, 
unlike savings bank deposits, they do 
not involve a loss of interest if the 
investor wants to pull out in less than 
three months. 

Tight Money. Why, though, the sud- 
den investor interest? Treasury bills 
are hardly new. For decades the 
Treasury has sold bills to tide it over 
between peak seasons of tax collection 
or until it can raise long-term money. 

But in the past, the Treasury sold 
its bills almost entirely to banks and 
corporate treasurers who found them- 
selves with more ready cash than they 
needed. The bills had little appeal for 
the individual. Reason: low yields. 
Between 1942 and 1953, yields on 
Treasury bills never topped 2.4%. 
During all of 1954 they returned 
less than 2%. For banks and cor- 
porations with idle cash, the 2% 
was better than nothing, but indi- 
viduals could do better with savings 


*Treasury bills have no fixed rate of inter- 
est. But the investor buys them at a discount 
from face value. The difference between re- 
demption value and the cost represents the 
return, which is taxable as ordinary income. 


bank or savings and loan association 
deposits which paid 3% or so. 

In the past few months the picture 
has changed; with the pressure on 
the short-term money market even 
tighter than on the long-term, rates 
on bills soared past 5%. Alert in- 
vestors began drawing on bank ac- 
counts and idle balances in brokerage 
accounts to buy Treasury bills. 

Nor was it a mere trickle of indi- 
vidual investors’ money. Of a normal 
issue of bills, Treasury officials esti- 
mate, non-institutional investors usu- 
ally take no more than 5%-10%. 
But in the $1.5 billion January 12 
offering, some thousands of individual 
investors picked up perhaps $250 mil- 
lion or 16.7% of the total issue. 

Service With a Frown. How much 
red tape is involved in buying Treas- 
ury bills? Theoretically very little. 
Commercial bankers and brokers nor- 
mally stand ready to buy Treasury 
bills at no charge for old customers. 

But there are a few problems. Says 
an official of one of The Street’s largest 
brokerage houses: “We've had so many 
people walking in off the street and 
asking us to buy new issues that we’ve 
put a special service charge on their 
orders. I understand other houses are 
doing the same.” Both bankers and 
brokers will also buy older issues on 
the open market, with banks charg- 
ing nothing or a small flat fee per 
transaction and brokers charging $1.25 
per $1,000 bill and lower, depending 
on the number bought. 

Needless to say, neither bankers 
nor brokers view the new popularity 
of T-bills with much enthusiasm. The 
former dislike the steady drain on 
their deposits, the latter deplore the 
loss of commissions on money that 
might otherwise be going into stocks. 

“But what can you do?” shrugged 
one banker last month. “People have 
discovered that depositing their money 
with Uncle Sam has many advantages 
over a savings account—as long as 
interest rates remain high.” 


TREASURY SECY. ANDERSON: 
his bills are in demand 
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BANKS 


TWO FACES 


Considering the mere 8% 
commercial banks earned on 
their capital when everything 
was working for them, one 
Cassandra suggested last 
month, their prospects in the 
1960s are “far from reas- 
suring.” 


Like JaANus, the ancient Roman two- 
faced deity, many of the nation’s 
bankers last month were showing 
two faces to the world. 

One face looked back, and it was 
the image of satisfaction. Thanks to 
a lender’s market, bank earnings in 
1959 had been gratifyingly buoyant. 
Among the ten biggest banks, in- 
creases in net operating earnings per 
share ranged anywhere from Bank of 
America’s 12% to Bankers Trust’s 
lavish 24.3% gain. And for once, the 
steady rise in bank operating costs, 
which have been dogging bankers 
ever since World War II, was easily 
outpaced by the sharp markup in 
interest rates—i.e., the price com- 
mercial banks get for their money. 
Even losses taken on government 
securities, sold to boost bank lend- 
ing power, did not keep many big 
commercial banks from posting rec- 
ord earnings. 

Variable Visage. Yet the face the 
nation’s bankers were turning toward 
the new decade presented quite an- 
other image. In composite, it seemed 
to mingle immediate pleasures with 
distant fears. 

For the near term, bankers gener- 
ally saw no letup in the forces that 
have been contributing to their pros- 
perity. Typical of this confidence 
was the statement last month of First 
National City Bank’s Chairman James 
S. Rockefeller. Since inventories, re- 
ceivables and capital expenditures 


— a 


are all expected to be rising in 1960, 
said he, the bank sees “little likeli- 
hood” of any decline in demand for 
bank loans. 

Yet there were signs last month 
that bankers do not see everything 
through rosy glasses when they con- 
front the Inscrutable Sixties. One 
such telltale appeared last month in 
the American Bankers Association’s 
authoritative monthly Banking. In 
an elaboration of a speech given last 
November, the ABA’s deputy man- 
ager E. Sherman Adams took a hard 
look at bank earnings in the 1960s, 
and expressed some _ hard-headed 
skepticism. 

Judging by the rumble of talk 
Adams’ thesis evoked among bank- 
ers, what lenders had been content 
to overlook in November had become 
a serious concern in January. 

Plain Misgivings. Looking back at 
bank earnings in the 1950s, Adams 
found ample cause for misgivings. 
Ever since the war, he noted, the 
banks have been the beneficiaries of 
two trends. Bank lending rates have 
staged a steady rise. Meanwhile, 
their ratio of loans to deposits has 
risen from less than 20% to more 
than 50%, bringing many banks to a 
virtually fully loaned-up position. 
“Given these trends,” observed 
Adams, “one might have expected 
the banks to have been able to earn 
really good profits. But they have 
not. On the average, they have barely 
maintained a modest 8% profit ratio.” 

Since this was the best the banks 
were able to do under “unusually 
favorable conditions,’ Adams con- 
tinued, “what will happen to their 
earnings when these trends inevi- 
tably come to an end? It is clear that 
[such conditions] cannot continue in- 
definitely. Interest rates ... certainly 
cannot rise at the pace they have 
risen since 1946.... Similarly, loan- 
deposit ratios .,. . are certainly not 
likely to rise from 50% to 80%. ... 
It is obvious, therefore, that these 
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PAY-DAY RUSH AT THE CASHIERS’ WINDOWS: 
only “modest profits” from “unusually favorable conditions” 


TWO-FACED JANUS: 
likewise, divided minds 





trends, which have been so favorable 
to bank earnings, are bound to slow 
down and tend to level off over the 
years ahead. As they do, it seems 
clear that sooner or later profit ratios 
of many banks will tend to be 
squeezed.” 

Surge in Deposits? No outright Cas- 
sandra, Adams suggested one fa- 
vorable change that may come: a 
quickening in the pace of demand 
deposits. Since World War II, he 
noted, deposits have risen much more 
slowly than the Gross National Prod- 
uct, as corporate treasurers made 
their accounts work harder for them. 
Now he suggested, many corporations 
have already gone about as far as they 
can toward financing more sales per 
dollar of cash on hand. From now on, 
rising sales may mean relatively more 
cash than has been the case in recent 
years. 

If so, the banks would benefit. 
While demand deposits are not cost- 
less to the banks, Adams noted, “this 
expense does not vary directly with 
the volume of these deposits, but is 
more affected by their activity.” As- 
suming that the velocity curve is 
flattening out, as it seems to be, gains 
in deposits should mean better bank 
earnings. Said Adams: “A more 
rapid expansion of demand deposits 
suggests the possibility that many 
banks may be able to reduce their 
operating expenses per deposit 
dollar.” 

Little Cheer. Yet the main tenor of 
Adams’ reasoned argument was less 
than cheerful. With everything work- 
ing in their favor, he argued in effect, 
the banks’ earnings have been dis- 
tinctly mediocre. But since these fa- 
vorable trends cannot indefinitely im- 
prove, bank prospects later in the 
Sixties are “far from reassuring.” 
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So you think metered mail 
is Only for big business? 


“Tain’t so. This little postage meter 
is a big help, even in this me-and-the- 
boss outfit. Always has the stamp we 
want, for letters or packages. Printing 
postage is quicker and slicker than 
sticking old-fashioned stamps. And | 
don’t have to baby-sit with a stamp 
box, or lick envelope flaps any more.” 

You don’t have to be a big mailer to 
use a postage meter. No minimum mail 
volume is required. One third of the users 
of the DM, the small desk model meter, 
average less than $1 a day for postage. 

A postage meter prints postage as you 
need it for any class of mail—directly on 


PITNEY-BOWES 


Postage Meter 


the envelope, or on special gummed tape 
for parcel post. Prints your own small ad 
at the same time, if you want one. Seals 
envelopes, too. Makes mailing fast, easy. 
The postoffice sets your meter for as 
much postage as you want to buy at one 
time. Postage in the meter is protected 
from loss, damage or misuse; and is 
automatically accounted for. 
Metered mail also needs less handling 
time in the postoffice, can often make nian pavee 
earlier trains and planes. meter for the 
There’s a meter model, electric or "4! mailer. 
hand, for every office. Ask the nearest 
Pitney-Bowes office for a demonstration. 
Or send for free illustrated booklet. 


FREE: Handy desk or wall chart 
of new postal rates, with parcel 
post map and zone finder. Prtney-Bowes, INC. 
1779 Pacific Street 
Stamford, Conn. 


Send free CZ booklet ZC Postal Rate Chart to: 


Made by the leading manufacturer of mailing machines 


... offices in 121 cities. In Canada: Pitney-Bowes of 


Name 


Canada, Ltd., Dept. 379, 909 Y onge Street, Toronto. Address 





CANADA 


TORONTO IN 
THE DOLDRUMS? 


Alone among the major world 

security markets, Toronto’s 

did not boom last year. It was 

the victim of tight money at 

home and soaring opportuni- 
ties abroad. 


A walrTer gestured discreetly at the 
King Edward Hotel’s Times Square 
Bar where Toronto stockholders often 
gather. “I don’t need a newspaper 
to tell me how the securities business 
is” said he, looking at two young men 
in tidy gray suits, sitting on one of 
the leather-upholstered seats around 
the walls. They were sipping lager 
beer. “Last year they were gulping 
rye and ginger and scotch and water, 
and leaving a big tip. Now...” He 
flipped up a dime, caught it and 
shrugged. 

But it was not the lull of a de- 
pression whick had descended on 
Bay Street last month. Rather it was 
a state of prosperous relaxation. 
Round the corner on Bay Street, a 
Toronto Stock Exchange floor trader 
drank a sloppy cup of coffee without 
relish and fixed a companion with a 
sardonic eye. “We’re just nicely geared 
to handle our present volume,” he re- 
marked. “Work’s a pleasure in the 
circumstances. No vulgar bustle, and 
all the time in the world to talk to 
your friends.” 

Thriving But Not Booming. On the 
Toronto Stock Exchange, where trad- 
ing had been booming along at a fan- 
tastic 5-million-a-day clip last March, 
volume had subsided to around 2 mil- 
lion shares a day last December. It 
was hardly a starvation level of busi- 
ness. The 113 seats on Toronto’s board 
were still quoted at close to their post- 
1929 high of $140,000 each. And there 
were few, if any, sales at that price. 

But neither was Toronto experienc- 
ing a boom so far as stock prices were 
concerned. In the past eight months, 
Toronto prices have lagged, thus mak- 
ing Canada’s big securities market al- 
most the only world exchange which 
did not end 1959 at, or near, record 
levels. During 1959 London share 
prices soared 59%, New York’s rose 
close to 10%. But Toronto’s shares 
were up on average only 2% for the 
full year. Some high-grade Canadian 
stocks were down for the year. Big 
grocery-dealing Dominion Stores’ 
shares, for example, sank from 921 
to 49. ; 

The Hardest Hit. While volume has 
fallen off in a spectacular way, dollar 


volume trading has held up rather 
better. December turnover, for ex- 
ample, came to just 46 million shares 
as against 112 million last March. But 
in dollar terms, the decline was only 
to $123 million from $222 million. This 
was largely because the trading in 
penny stocks was harder hit than that 
in higher-priced industrials. 

Said one stock exchange member: 
“Houses that specialize in metals and 
western oils are really feeling the 
pinch. There are a lot of ‘parrots’ look- 
ing for jobs.” Parrots, he explained, 
are customers’ men who “don’t neces- 
sarily know much about the securities 
business but who can memorize a pitch 
to give over the telephone to prospec- 
tive customers.” 

There were several reasons for the 
fall from grace of the penny shares, 
Toronto’s one-time stock in trade. 
Among them: the increased difficulty 
for Canadians in borrowing money to 
buy stocks; gyrations in low-priced 
stocks in the U.S. and Europe which 
lured some speculative money back 
home; and the relative unpopularity 
last year of oil and speculative base 
metal stocks. 

But larger and less speculatively- 
minded brokerage houses were taking 
their lumps, too. The rising cost of 
money and the consequent fall in 
bond prices had cost many of them 
dear. “Better grade houses that han- 
dle mostly investment business,” ex- 
plained one old-line Toronto broker, 


“would still have had one of the best 
years in history but for the beating 
we took on bonds in inventory.” 
Added he: “There was nothing we 
could do about it. Like a grocer we 
have to keep bonds on our shelf if we 
want to stay in business.” 

Economy Up, Market Faltering. While 
the stock market was loitering, none- 
theless the Canadian economy was 
plowing steadily ahead. This, in fact, 
was part of the trouble. One lead- 
ing Canadian bank estimates that 
Canada can supply only 60% of the 
money it needs for an expanding in- 
dustry. That means it must have for- 
eign capital in large amounts. When 
the inflow of foreign capital dries up 
because of equally good opportunities 
for it nearer home, Canadian money 
becomes tight with a vengeance. In- 
terest rates soar fast. Last month, 
for example, the prime interest rate 
in Canada was 5%% as compared 
with 5% in the U.S.; long-term Do- 
minion government bonds yielded 
5.3% to maturity as compared with 
45% for similar U.S. governments. 

Which meant that Toronto was, in 
its way, a kind of victim of world- 
wide prosperity. It was not really a 
ease of Canadian stocks being in the 
doldrums. But in the speculative 
frenzy which has followed in the wake 
of Free World prosperity Canada was 
feeling the pinch of really tight com- 
petition for the international investor's 
dollars. 
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have remained below 4%. 





One reason for the comparative quietness of Canadian stock markets 
is competition from high bond yields. This has not only pulled money 
out of stocks, it has also cut down on the amount of credit available 
for stock purchasers. In just 18 months, bond 
around 3.5%, to the neighborhood of 6%. 


ields have jumped from 
frock yields, meanwhile, 














CHEMICALS 


CHANGE IN 
SLOGANS 


Once upon a time the key 
phrase at U.S. Borax was 
“fuel of the future.” But 
three weary years later the 
watchword is “patience.” 


“PATIENCE,” wrote Benjamin Disraeli, 
“is a necessary ingredient of genius.” 
It is also, James M. Gerstley might 
add, a necessary virtue for those in- 
vestors who put their money in rela- 
tively new industries. 

Two years ago, word swept Wall 
Street that boron was the “fuel of the 
future.” That is where Gerstley came 
in. As president of the British-con- 
trolled* U.S. Borax & Chemical 
Corp.,t Gerstley controlled sodium 
borate deposits at Boron, Calif, which 
were the world’s largest supply of 
boron’s raw material. It didn’t, there- 
fore, take the market letter writers 
long to discover that U.S. Borax & 
Chemical was “the stock of the fu- 
ture.” In a matter of months its shares 
zoomed from around 41 to a postwar 
high of 76%4. 

Not Now, Later. Boron’s future as 
a fuel, a little reflection should have 
told the anxious buyers, was still a 
good way off. Patience, however, was 
obviously one virtue which was lack- 
ing among the speculators who ran 
Boraxo common up in hopes of a 
quick payoff. Within a month of 
touching its high, UBX hit the skids, 
lost almost half its lofty price on Wall 
Street’s Big Board over the next few 
months. 

Thereafter, things began to happen 
to test the souls of even Boraxo’s 
most patient investors. Pressed by 
heavy development costs, deprecia- 
tion and rising research costs, Bo- 
raxo’s net collapsed from $1.15 a share 
in 1957 to 4lc in 1958. Then last 
August, the U.S. Government an- 
nounced it was cancelling plans to 
produce a_chemical-fueled (with 
boron) bomber. To add to the gloom, 
a government report predicted that 
use of boron fuels in large quantity 
was at least five years way. 

Looking Up. But even as Boraxo’s 
stockholders were having their pa- 
tience sorely tried, things were actu- 
ally looking up for the company. 
Last year its sales volume broke 


*London’s Borax (Holdings), Ltd., owns 
some 74% of the 4.2 million common shares. 


*U.S. Borax & Chemical Corp. Traded 
: 36. Price range (1959- 
% Dividend (fiscal 


(1959) : 


Earnings r sha g . 
8 million. Ticker symbol: 


assets: $1 
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away from a four-year plateau and 
climbed some 20% to $62 million. 
Earnings did even better. Gerstley 
was also able to push profits all the 
way back to $1.29 a share. 

Very little of this, he was quick to 
point out, was a product of any boom 
in boron-based fuels. True, Boraxo 
had been making deliveries of boron 
to Callery Chemical and Olin Mathie- 
son, both of which had held contracts 
to produce high energy fuels for the 
Navy and Air Force. But, Gerstley 
reminded his stockholders, this ac- 
tually was a relatively minor part 
of Boraxo’s over-all business during 
the year. “The contribution from such 
sales to profits in 1959,” said he, was 
less than 2c per share.” 

But in Boraxo’s basic boron and 
potash business, which goes back to 
the famous 20-mule team of the early 
1900s, things were a little different. 
Its old customers in the glass, ceram- 
ics and fertilizer businesses were 
stepping up their buying. A good 
part of the rise in profits, Gerstley 
added, came from the new facilities 
at Boron, Calif., which slashed the 
company’s borax production costs. 
Gerstley expected that this improve- 
ment in operations would continue 
this year. 

More Waiting? Still, borax and pot- 
ash, no matter how profitable, do not 
pack the investor impact of high- 
energy fuels. On that score, Gerstley 
had only one bit of current hope for 
stockholders. The company, said he, 
was still working on two classified 
Air Force contracts. It was obvious 
last month that, while the outlook 
was not bleak, Boraxo’s 5,149 stock- 
holders would still need plenty of 
patience. 





TOO SOON 


U.S. Borax provided a classic ex- 
ample of a stock getting tempor- 
arily ahead of its prospects. It 
soared from 30 to 76 in less than a 
year when Wall Street first became 
excited over boron in 1957, but it 
was not until last year that com- 
pany sales started climbing. Mean- 
while, USB had declined to 30, last 
month was only back to 39. 


Company Sales (in Millions) 











CORPORATE PLURALISTS 


VICKERS’ FIVE- 
YEAR ORDEAL 


Harry Vickers got more than 

he bargained for when he 

merged his Sperry Corp. with 

Remington Rand. It has taken 

him a full five years to put 

his corporate house back in 
order. 





Back 1n 1955 when Harry F. Vickers’ 
Sperry Corp. merged with James 
Rand’s Remington Rand, Wall Street 
letter writers pulled out all the stops. 
“A great growth company has been 
born,” crowed one. 

Their enthusiasm was understand- 
able. Remington Rand, after IBM 
the U.S.’ next biggest office equip- 
ment maker, was the leader in com- 
puters, had only a year before made 
the U.S.’ first commercial installation 
of a big general-purpose computer. 
Its partner, Sperry Corp., was a top 
defense contractor. Between them 
they represented a first-rate pool of 
electronic and _ scientific knowhow 
with both the commercial and mili- 
tary skills to apply it. 

But instead of making wonderful 
music together, the two partners each 
began singing off key. Earnings 
slipped steadily from 1955’s $1.80 a 
share to 96c in fiscal 1959. While sales 
kept rising (from $711 million to just 
short of $1 billion), profit margins 
kept falling. Rumors of disharmony 
were rife. James Rand, who had long 
run his division with an iron hand, fell 
seriously ill in 1956, retired. On Wall 
Street, Sperry Rand* became known 
as a big clumsy company with fiscal 
feet of clay. 

On the Move? Through these trou- 
bled times, burly, taciturn Harry 
Vickers kept his own counsel. Last 
month, Harry Vickers was at last 
ready to talk. Said he: “Sperry Rand 
is finally on the move.” 

For the fiscal year which ends this 
March 31, revealed he, Sperry Rand’s 
earnings should hit $1.40 a share, a 
jump of nearly 50% over 1959. Part 
of the improvement would be due to 
heavier sales volume: Sperry Rand’s 
sales for fiscal 1960 would approach 
$1.1 billion. Even more important, a 
very good part of the improved out- 
look would be due to a sharp reduc- 
tion in the brutal losses which Sperry 
Rand has been taking on its com- 
puters. 


*Sperry Rand Corp. Traded NYSE. Recent 
rice: 2334. Price range (1959-60): high, 2814: 
ow, 214%. Dividend (1959): 80c. Indicated 
1960 payout: 80c. Earnings per share (fiscal 
959) : 96c. Total assets: $778.5 million. Ticker 

symbol: SY 
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Being First isn’t Enough. Of all the 
new company’s troubles, computers 
had been far and away the worst. 
Technologically, Rem Rand had no 
apologies to make in the computer 
business. Back in 1954 it had in- 
stalled one of its Univacs for Gen- 
éral Electric at its Appliance Park in 
Louisville—the first U.S. commercial 
installation. In 1958, it had on the 
market the first solid-state (all- 
transistor) computer. But Sperry 
Rand never seemed to be able to ex- 
ploit its own breakthroughs, while 
big International Business Machines 
easily swept the market. 

The trouble was, Vickers soon real- 
ized, due to a basic management 
problem. Before the merger, Rem- 
ington Rand had been pretty much a 
one-man shop under the close control 
of President James Rand. But after 
Rand withdrew from the business, 
there was a virtual vacuum. Many 
of his senior officers were approach- 
ing retirement age, with no replace- 
ments available. Most of them were 
old-line “typewriter” men, with little 
concept of sales and service of the 
monster brains. The Sperry men who 
had come in knew defense electronics, 
but little if anything about the office 
equipment business. On top of this, the 
key typewriter business went into a 
slump. 

Bitter Experience. Even without such 
problems, computers are a _ tough 


business. As Vickers himself points 
out, under the best of conditions it’s all 
outgo for awhile. Explains he: “For- 
get about development costs, overhead, 


everything outside. Suppose you get 
on a production run on a medium- 
range computer that costs $200,000 to 
make, and produce at the rate of 30 
a month. It’s still eight months from 
the start before a cent of rental in- 
come returns, and you've laid some 
$48 million on the line.” 

But that’s only the beginning. 
“After that,” says Vickers, “the rental 
income builds up steadily, but you’re 
still putting out another $6 million a 
month for new computers. At best, it 
takes a year and a half to break even 
just on running costs—and whether 
you ever recover the earlier costs de- 
pends on whether or not a new model 
has come out obsoleting the ones 
you've got in production.” 

Vickers was speaking from bitter 
experience. Rem Rand’s newer Solid- 
State Computer, for example, ob- 
soleted its own File Computer, after 
only some 300 had been sold and be- 
fore they had been on the market long 
enough to amortize their develop- 
ment costs. 

$60-Million Beating. Due to computer 
losses including some classic ex- 
amples of underpricing, Sperry Rand 


32 


SPERRY RAND’S VICKERS: 
writing off the dead horses 


took a beating in fiscal 1958 and 1959 
that not even a billion dollar firm 
could easily absorb. Write-offs in those 
years added up to $63 million or some 
53c a share each year after taxes. 

Rather than capitalize these losses, 
it’s been Sperry Rand policy to write 
them off as expense items as quickly 
as the law will-allow. “We didn’t 
want,” says Vickers, “to be saddled 
with a lot of dead horses.” 

While fending off such blows with 
one hand, Vickers was rearranging the 
company with the other. In April 
1958, Vickers moved in one of his key 
Sperry aides, Kenneth R. Herman, as 
president of the Rem Rand division. It 
took Herman the best part of two 
years to get the new men he needed, 
but by now he has brought in at least 
a dozen other key men (several from 
IBM) who know the computer busi- 


UNIVAC II: 
still new but almost obsolete 


ness, to create, at the top of the divi- 
sion anyway, what is for practical 
purposes a new company. Says Vick- 
ers: “Until fairly recently, there had 
been a serious lack of knowledge on 
production costs. That’s been im- 
proved. The current units appear to 
have the proper profit margins in 
them.” Even so, it will be a couple of 
years before those profits show up. 

Vickers tightened up other aspects 
of Rem Rand as well. He dropped 
such low profit items as loose-leaf 
systems and bookkeeping machines. 
“Others will go too, if they do not 
show an adequate return, say, better 
than 10% on invested capital,’ says 
Vickers. 

Saved by the Pentagon. Fortunately 
for Vickers, the larger Sperry defense 
business (which represents nearly 
half of Sperry Rand’s total volume, 
as opposed to less than 30% for office 
equipment) more than held its own 
during these difficult times. Between 
1956 and 1959, defense work rose some 
76% to roughly $475 million. 

Like most defense contractors, 
Vickers complains that military work 
carries too low a profit return. But, he 
says proudly, “We are bringing down 
a good 3.5% of sales to net while most 
other defense contractors are happy 
with 2%.” 

For the sharply improved profits 
Vickers expects for the current fiscal 
year, he can thank several things. 
His profitable defense business is 
going to be up another 15%. Hardly a 
plane or missile currently in produc- 
tion or on the drawing board does not 
include some Sperry products. “A 
cancellation on a specific item,” says 
Vickers, “has been countered by phas- 
ing in something new.” 

But that’s not all. The computer 
business, if not yet a real money- 
maker, is no longer bleeding the com- 
pany white. Sperry’s important hy- 
draulic business has picked up in the 
current prosperity. Even the New 
Holland farm equipment division, a 
small division with fat profit margins, 
is holding up in face of declining 
farm income. 

As a result, Vickers this fiscal year 
will push his return on stockholders’ 
investment up to a little less than 
12%. That will be a good improve- 
ment over the 8% return of fiscal 
1959. It will still be a far cry from 
the kind of performance Sperry Rand 
seemed to promise in its early days. 
But for Harry Vickers, who had in- 
herited more than he had bargained 
for in the Sperry Rand merger, it 
clearly marked the end of a difficult 
reorganization period. Sperry Rand 
now at least had a fighting chance of 
getting to where it originally seemed 
to be going. 
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OIL 


THE LAST TIE 


Regulation as a utility hold- 
ing company cramped Cities 
Service’s style long after that 
tag no longer fitted the facts. 
Now it has freed itself of the 
last bond of regulation. 


ANY CITIZEN at all acquainted with 
the American scene could instantly 
identify the Cities Service Co.* as 
an oil company. Not so the Securi- 
ties & Exchange Commission. Not- 
withstanding the fact that oil & gas 
provided virtually all of the $1 bil- 
lion-plus in revenues Cities Service 
banked last year, the SEC has per- 
sisted in seeing Cities Service as a 
public utility holding company, and 
therefore subject to special regulation. 

Cutting the Ties. In its day, under 
Financial Genius Henry L. Doherty, 
Cities Service was indeed just that. 
Yet in the 25 years since passage of 
the Public Utility Holding Company 
Act, Cities Service has severed all its 
ties to the utility business. But in SEC 
eyes, that was not enough. By com- 
mission fiat, it was also required to 
buy either all the stock or divest itself 
of its own 51.5% ownership in Arkan- 
sas Fuel Oil, a producer-marketer, 
70% of whose refining is handled by 
a nearby Cities Service refinery. 

For Chairman Burl Watson and éx- 
Chairman W. Alton Jones, now head 
of the company’s executive commit- 
tee, loosening this last bond has been 
exasperatingly difficult. With 48.5% 
of Arkansas Fuel’s stock owned by 
private investors, getting agreement 
on satisfactory terms proved nigh im- 
possible. 

At one point, Jones and Watson 
proposed a Solomon-like solution: 
splitting Arkansas Fuel down the 
middle, half going to Cities Service, 
the rest to outside stockholders. 
Later they offered to take over the 
minority interest, exchanging one 
Cities Service share for each 2.4 
shares of Arkansas Fuel. But these 
offers foundered in disagreement. 

The Gordian Knot. Finally last 
month Cities Service appeared to 
have found a way to undo this Gor- 
dian knot. Accepting the demands 
of a key group of ArkFuel stockhold- 
ers, Jones & Watson proposed to buy 
all minority holdings for $40 a share— 
an offer which soon was upped to $41 
a share. 

With ArkFuel shares then going on 


*Cities Service Co. Traded NYSE. Recent 
pases: 4614. Price range (1959-60): high, 6434; 
ow, 46. Dividend (1959): $2.40. Indicated 
1960 payout: $2.40. Earnings per share (1958) : 

‘ a assets: $1.3 billion. Ticker sym- 
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CITIES SERVICE’S WATSON: 
finally out from under 


the open market for $35 a share, it 
was an attractive offer. Moreover, 
since it met the demands of a holdout 
group controlling some 400,000 of the 
1.8 million ArkFuel shares in private 
hands, it seemed likely to be accepted. 
Thus, after some three years of try- 
ing, Cities Service seems to have suc- 
ceeded in severing, its last ties under 
the Holding Company Act. 

In day-to-day operation, this vic- 
tory will produce virtually no change 
in Cities Service’s business. But in 
another sense, it unties the big oil 
company’s hands. - Until now, Cities 
Service has had to submit every pro- 
posal of stock merger it entertained 
to the SEC for its approval. But with 
Arkansas Fuel no longer a problem, 
Cities Service henceforth will be able 
to act freely as what it in fact is: the 
U.S.’ tenth largest oil company. 
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LAND 


END OF AN ERA? 


With farm income sadly on 
the wane, most of the steam 
has gone out of one of the 
great speculative booms of 
recent decades—farm land. 


Compared with the boom in farm 
land, the bull market in stocks since 
1949 has been a mere upstart. In one 
of the dizziest rides speculators have 
seen in this century, prices of farm 
land have risen some 300% since 1940. 
By last November, according to Agri- 
culture Department reports, the value 
of all U.S. farm land had soared to 
an alltime peak of $110.7 billion. 

Such figures hardly begin to tell 
the story. In good farming areas, 
rich land has quadrupled, quintupled 
or more in price. And given the lev- 
erage of liberal mortgage terms, some 
shrewd land speculators have pyra- 
mided thousands into millions. 

Turnabout? But by last month most 
of the steam seemed to have gone 
out of the great farm land boom 
Across the country, rural bankers 
and real-estate men were sadly eye- 
ing evidence that looked like the be- 
ginnings of a major turnabout. In 
some areas, farm prices were already 
on the decline. Elsewhere prospec- 
tive buyers were no longer besieging 
real-estate offices and bankers in any- 
thing like their former numbers. Sel- 
lers, uncertain which way prices were 
going, were getting scarce, too. 

With farm income sliding, many a 
farmer has solaced himself with 
thoughts of handsome capital gains if 
he had to sell out. Now many are 
beginning to get a surprise. Take the 
case of the De Kalb, Illinois farme: 
who auctioned off his farm in late 
1959 confident that he would get $500 
an acre. “A year ago,” says local 
Banker Robert F. McCormack, “that’s 
what he would have got. But the 
farm brought only $400 an acre.” 

So far the slide in farm land values 
has been slight. Says Walter Camp, 
president of the First State Bank of 
Lacrosse, Washington: “We haven't 
had a measurable downturn yet.” 
But, he adds, “That’s only because of 
the scarcity of offerings. With any 
volume, land prices would be consid- 
erably lower.” 

In the midst of the rolling lush 
bluegrass country, Mortgage Banke: 
Joe E. Johnson of Georgetown, Ken- 
tucky feels much the same way. In 
his area, farms were changing hands 
at a rate two thirds below normal last 
month. “The market in acreage is at a 
stalemate,” says Johnson. “The buy- 
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ers just aren’t offering the price.” 

Diminishing Returns. Farm real-es- 
tate buyers’ wariness is not hard to 
understand. While land prices have 
been on the rise, farm incomes have 
declined. On average, farm land is 
yielding the lowest cash returns in 
a generation or more. 

Agriculture Department figures tell 
the story. Released last month, they 
show that on the basis of 1959’s rec- 
ord high land prices, the nation’s 
farms yielded a mere 3% on invested 
capital (figured after deducting labor 
and other costs from farm income). 
Less than two years ago, the yield 
was 6%. Back in 1948, it was 13.4% 

It took declining yields some time 
to catch up with land speculators, 
many of them city slickers with no 
intention of farming their acquired 
acreage themselves. In their eyes, 
land was just another form of equity, 
and one of the world’s best hedges 
against inflation. And as the smart 
moneymen realized, even as absentee 
owners they could expect a better 
yield on farm property than on bonds, 
even in such poor farm years as 1955 
and 1957. Moreover, there were op- 
portunities to reduce taxes by de- 
preciating improvements. But most 
important was the chance for sizable, 
leveraged capital gains. 

Banker McCormack, for example, 
estimates that around De Kalb, 
absentee owners accounted for 75% to 
80% of all farm land transactions as 
recently as three years ago. That is 
no longer true. Says he: “Now no 
one is interested. Land values have 
become fantastic. Only one farm has 
changed hands around here in the 
past six months. It’s to be expected. 
After all, you can do better putting 
your money in government bonds 
now.” 

Punctured Balloon? In key farm 
areas, bankers and real-estate men 
are generally agreed that urban in- 
vestors have lost their zest for farm 
land. So far no selling wave has 
occurred. But some expect that it 
may not be far off. Significantly, last 
year absentee owners accounted for 
26% of all farm land sales; in 1958, 
they figured in only 15% of such sales. 

Big lenders suggest that the farm 
land boom that ballooned values over 
the past 20 years may now have been 
punctured by declining farm income 
—that prices may have passed their 
peak. Says R.E. Parvin, an Equitable 
Life Assurance Society farm loan 
specialist: “If people are rational, I 
just don’t see how land values can go 
any higher. In view of what’s hap- 
pened to farm earning power, they 
are vulnerable not only to a levelling 
off, but to what could be a sizable 
drop.” 


CORPORATE SPECIALISTS 


WHAT’S YOUR 
RATING? 


Dun & Bradstreet is always 
rating other people’s busi- 
nesses. But how does it show 
up itself? Answer: very well 


indeed. 





For A company that knows a great 
deal about other people’s businesses, 
Manhattan’s Dun & Bradstreet, Inc.* 
is remarkably little known itself. This 
seems rather surprising. Dun has 
been in business for almost 120 years, 
nas total assets of $54 million, 1959 
sales of better than $75 million and 
earnings of $5.7 million. Furthermore, 
Dun & Bradstreet is a publicly owned 
company with more than 4,000 stock- 
holders and 1.9 million shares out- 
standing. 

Yet it is not so surprising after all 
While Dun works energetically to let 
people know about its credit investi- 
gations and other business services, 
it has never been anxious to take the 
spotlight as a corporation. It feels 
that a certain dignified reserve is in- 
cumbent on a company in its line of 
business. Dun’s shares, for example, 
are listed on no stock exchange. Pres- 
ident Wilson Newman, a 50-year-old, 
soft-spoken Carolinian, has a char- 
acteristic explanation. “We're perfectly 
satisfied with the sponsorship and 
behavior of our stock on the over-the- 
counter market,” says he. 

Facts for Sale. Regardless of such 
corporate modesty, Dun & Bradstreet 
has compiled a high rating {or itself 
on just about every score. Says New- 
man: “We are a fact-finding business, 
and business today needs more facts 

*Dun & Bradstreet, Inc. Traded over-the- 
counter. Recent wice 4534. Price range 
(1959-60): high, 5149; low, 4114. Dividend 
(1959): $1.95. Indicated 1960 payout: $1.95 


Earnin S per share (1959) : $2.98. Total assets 
$54.4 million 


DUN & BRADSTREET’S NEWMAN: 
is credit is Al 
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than ever before.” In providing credit 
information for businessmen, Dun & 
Bradstreet has increased its gross in- 
come gradually but steadily every 
year since the war, has doubled its 
earnings per share in the past six 
years alone, has raised its dividend 
eight straight years. 

Dun’s basic business is in supplying 
its famed credit ratings. It investi- 
gates what it calls the “financial 
strength” of businesses large and 
small, and sells its investigations to 
interested businessmen who use them 
primarily as a basis for establishing 
credit. 

To this end Dun employs some 2,000 
credit investigators, who make some 
25,000 calls a day, report the results 
through Dun’s famed “blue book,” 
which assigns credit ratings (from Al 
to L5) to 3 million U.S. firms. Basic 
price, including a limited service con- 
tract: $300, which may run as high as 
$100,000, depending on the size and 
needs of the customer. 

Shrinking Markets. Dun’s fine record 
has been achieved despite a recent 
shrinkage in its primary market, 
the number of firms who need credit 
information. Notes Newman: “The 
recent trend toward mergers has re- 
duced our market by about 6%. For- 
tunately, we’ve been able to achieve 
better coverage of what’s left.” An- 
other problem: the increasing use of 
factoring houses, especially by smaller 
firms. The factor assumes collection 
risks when he buys receivables, thus 
freeing the seller of any need for 
credit information. Says Newman, 
with a smile: “It’s lucky we serve the 
factors, too.” 

To offset this decline in his over- 
all markets, Newman has been looking 
for new ways to package and present 
the enormous amount of financial in- 
formation which Dun’s always has 
available. “We've been expanding,” 
says he, “into what might be called 
fringe areas, with surprising results.” 
Recently Dun’s issued a new Mil- 
lion-Dollar Directory, which lists the 
21,000 U.S. firms which have that much 
financial strength. Another new ven- 
ture: a directory of the metalworking 
trades. “People in the trades,” says 
Newman, “have told us it would have 
cost them $50,000 to make such a 
compilation.” Dun’s price: $350. 
Meanwhile, Dun keeps its name in 
front of management with its monthly 
Dun’s Review and Modern Industry 
(circulation: 124,000). 

Cost Cutter. “Our primary invest- 
ment,” Wilson Newman often re- 
marks, “is in people—their knowledge 
and their judgment. We can’t afford 
to hire and fire like a manufacturing 
company.” Nonetheless, Newman is 
a great believer in modern mechanical 
and electronic techniques of informa- 
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tion handling and processing. Ex- 
ample: last year Dun’s consolidated 
the accounting work formerly done in 
43 offices to just three, which have up- 
to-date data-processing systems in- 
stalled, new computers on order. 

With such savings Newman has cut 
his salary and fringe benefit costs 
from 61.7c of each revenue dollar in 
1954 to just 60.2c last year, though 
salaries rose steadily over that period. 
During those same five years, miscel- 
laneous expenses (stationery, print- 
ing, telephone) were trimmed from 
24c to 22.5c per revenue dollar. 

Outmoded Concept? “Doing business 
by cash,” snorts one Newman aide, “is 
an outmoded concept. Why, there isn’t 
enough cash in circulation to keep this 
country’s business going for a single 
day.” With 90% of all reported trans- 
actions, and 99% of all manufacturers’ 
sales on credit terms, the demand for 
credit information last year was at a 
record high. That meant record reve- 
nues (up 6% to $75.3 million), record 
earnings ($2.98 per share) for Dun’s, 
and a prosperous 20% return on its 
common stockholders’ investment in 
the business. 

This year it seems virtually certain 
to be higher still. Says Newman: “It 
looks as if 1960 will be an extremely 
busy year—and when business is 
busy, it wants to be served.” 





CLEVEIAND 


In Erie’s energetic ore-port city, you’ll 
find the Sheraton-Cleveland Hotel 
million-dollar new where it matters most 
to you and your comfort. Dramatically 
decorated guest rooms, each with tele- 
vision and radio. Totally air-condi- 
tioned. Convenient indoor parking and 
direct access to railway terminal. 
Rates from $6.75 per person, 
two in twin-bed room. 


For reservations by exclusive 4-second 
RESERVATRON, call your nearest 
Sheraton Hotel 


SHERATON- 
CLEVELAND 


HOTEL 
Sheraton — Coast to coast U.S. A., Howell, Conede 





NEW wacner-saNncamo 


TACHOGRAPH 


for EXTENDED RECORDING 


of truck operation... 


up to 31 DAYS on single “strip” chart 


This new model Tachograph, when installed on the dash of each 
of your trucks, graphically records all starts, stops, idling time, 
and speeds encountered on each run. Facts are permanently 
recorded on strip-type charts designed for 8, 15, or a maximum 
of 31 days continuous recording. 


Data recorded on chart helps you plan better routes, eliminate 
unscheduled stops, and reduce operating costs . 


mail the coupon. 


— sa see oe wes eee ee 


Waaner Electric @rporation 


. For details, 





6382 Plymouth Ave., St. Lovis 33, Mo., U.S.A. 
Please send FREE copy of Bulletin SU-140. 


Name 








Company 
Address. 





City & Stote. | 


We operat 





Vehicles wS60-2 





(Number) 
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CHEMICAL CORPORATION 





GE Total Net Sales 
a= Chemicals 
see Plastics 





AND SUBSIDIARIES 


A Year of Record Results 


marked a record year for 
Hooker—in sales, in earn- 
ings, and in the progress 
made toward further sound 
growth for the future. High- 
lights of the year included the 


opening of our new Hooker Research Center on Grand Island, N. Y. . . . expansion of pro- 
duction facilities . . . important additions to our product lines...and both entry into new 


1951 52 53 54 55 56 57 58 59 

IN MILLIONS OF DOLLARS 
19% Sales increase over 1958 
26% Earnings gain over 1958 


markets and greater participation in existing ones. The formation of four divisions was 
completed, providing improved operating and sales efficiencies and closer control over 
costs. We enter the sixties with strong confidence, as evidenced by a $100-million five- 
year capital investment program for further profitable expansion. 


HIGHLIGHT REVIEW 
FOR THE FISCAL YEARS ENDED NOVEMBER 30, 1959 AND 1958 


Net sales and other income .. 


Profit before income taxes . 
Provision for income taxes 
Net profit . erga 
Earnings retained in business 


Dividends paid . 

Working capital . . nats 
Gross plant and equipment 
Net plant and equipment . 
Long-term debt 
Shareholders’ equity .. 


Common shares outstanding . 
Earnings per common share .. 
Dividends per common share .. 


1959 
. $150,743,809 
26,859,219 
13,457,583 
13,401,636 
5,865,241 


7,536,395 
62,052,670 
163,220,609 
94,771,801 
62,164,900 
94,953,643 


7,336,190 


1.80 
1.00 


1958 
$126,325,225 
20,135,703 
9,496,265 
10,639,438 
3,544,799 


7,094,639 
34,148,990 
157,080,522 
96,762,326 
40,500,000 
88,227,904 


7,304,576 
1.43 
1.00 


Our 1959 Annual Report, reviewing the year's developments in 
detail and including a 9-year summary of our operating results 
and financial condition, will be sent upon request. Please write 
to Secretary, Hooker Chemical Corporation. 


OUR FACILITIES AT A GLANCE 





Eastern Chemical Division 


Plants: Niagara Falis, N. Y.*; Columbus, Miss.; Montague, Mich. 
Sales Offices: Niagara Falis*, Buffalo, Chicago, Detroit, New York, Philadelphia, Worcester (Marble-Nye Co.) 





Western Chemical Division 





Plants: Tacoma, Wash.*; Spokane, Wash.; North Vancouver, B.C., Canada. 
Sales Offices: Tacoma*, North Vancouver, Los Angeles. 





Durez Plastics Division 


Plants: North Tonawanda, N. Y.*; Kenton, O. 
Sales Offices: North Tonawanda’, Buffalo, Chicago, Dayton, Detroit, Los Angeles, New York. 





Phosphorus Division 


Plants: Jeffersonville, ind.*; Adams, Mass.; Columbia, Tenn.; Dallas, Tex. 
Sales Offices: Jeffersonvilie*, Chicago, New York, Marysville, O. 





Research Center 





Grand Island, N. Y. 





Corporate Headquarters 


Niagara Falls, N. Y.—until spring, 1960; thereafter 666 Fifth Avenue, New York. 








Subsidiary and 
Affiliated Companies 





HEF, Inc., Columbus, Miss. 

Solar Sait Company, Salt Lake City, Utah. 

Hooker Chemical International Limited, Nassau, Bahamas, 
Hooker Mexicana, S.A., Lecheria, Edo. de Mexico. 

Hooker Chemicals Limited, North Vancouver, B.C. 
Marblie-Nye Co., Worcester, Mass. 





CHEMICAL 





* Headquarters 


CORPORATION 
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Dec. Jan. 


Production 
Employment 
Hours 


142.0 
116.2 
101.0 
133.6 
151.3 
128.3 


152.0 
116.6 
100.0 
126.2 
158.7 
130.7 


Sales 
Bank Debits 
INDEX 


Feb. 


154.0 
116.8 
100.3 
130.3 
159.3 
132.1 


March April 
157.0 
117.5 
100.8 
132.1 
157.7 
133.0 


162.0 
118.6 
101.0 
131.2 
164.7 
135.5 


166.0 
119.2 
101.5 
134.2 
165.9 
137.4 


115 


Aug. Sept. Oct. Dec. 
(Prelim.) 
165.0 
120.0 
101.5 
138.0 
168.0 


138.5 


Nov. 


157.0 
118.9 
101.5 
138.0 
166.7 
136.4 


157.0 
119.3 
101.0 
131.1 
162.2 
134.1 


154.0 
118.9 
101.0 
132.8 
164.1 
134.2 


156.0 
119.3 
100.0 
132.5 
167.1 
135.0 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


Background for Today 


Tuts is a difficult time for the market 
columnist. As this issue goes to press, 
the stock market is having a case of 
jitters, and the widely referred to, 
but misleading, Dow industrial average 
is off better than 30 points from its 
early January high. There is a good 
possibility, however, that stability will 
have been achieved by the time you 
read this, even though February tra- 
ditionally is not a particularly good 
month marketwise. The explanation 
for this view lies in the background 
forces which have been at work since 
Christmas. 

For one thing, January reactions 
seem to have been a characteristic of 
past market patterns. Witness the 
fact that: a) Last year there was a 
January-February decline of some 30 
points in the Dow, after which there 
was a 45 point advance. b) In 1957 
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the January-Feb- 

ruary decline ap- 

proximated 50 

points, but the in- 

dustrial average 

then rose 70 points 

to a new high in 

July. c) In 1956 a 

30 point reaction in January preceded 
a better than 60 point advance to a 
new high in March. 

Secondly, this January reaction pat- 
tern is apparently Nature’s way of com- 
pensating for the fact that Christmas 
cheer at times, unfortunately, spills 
over to the theoretically unemotional 
stock market. It’s also another illus- 
tration of this column’s philosophy 
that once a particular view becomes 
widely held, it thereupon becomes too 
pat for comfort. As was stressed in 
an earlier column, the widespread be- 


lief that we would quickly go from 
the Fabulcus Fifties to the Golden 
Sixties overlooked a great many so- 
bering considerations. The early part 
of the 1960s are more likely to be the 
Sensible Sixties. 

Thirdly, there probably was a little 
too much free advice to the effect that 
a major top was in prospect at new 
highs around 700 late in January and 
that all stocks then should be sold. 
Speculation is just not that simple a 
business where one can have precon- 
ceived ideas as to a given selling or 
buying level. No less important, it’s 
interesting to note that substantially 
all of Wall Street’s year-end reviews 
were seemingly bullish on everything 
but the stock market. Just as the first- 
mentioned unanimous opinion was al- 
most doomed for disappointment, so 
this lack of widespread optimism is 
not typical of a major turning point. 
The distinction is important—and not 
just because, as a cynic once observed, 
every market columnist is a mixed up 
psychiatrist. 

To put it in a word, the background 
forces—on the surface—do not point 
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WE CAN FINANCE 


Westinghouse 


Half-Hour Laundry Store 
your investment nets 
25%-50% annually 


Laundromat stores give millions of Americans 
@ time-saving, modern way of doing laundry 
... while SAVING 50%. Investors, business and 
professional people net unusually high returns 
by operating these necessity-of-life stores. 
Here's why they can be solid money-makers 
for you tool 


Q What are the advantages of owning a 
coin-metered, attended li d West- 
inghouse Laundromat laundry store? 


A You are investing in one of the fastest- 
growing industries in the country and will enjoy 
a substantial second income. You can net an 
extra $5000-$10,000 of income annually. 
8 all equip t is coin-metered, cus- 
tomers do-it-themselves and no attendants are 
necessary. You have no labor problems, or 
inventories. Many stores operate 24 hours a 
doy, 7 days a week...bringing you profits 
while you sleep! 








Q How much time must be devoted to 
successfully operate a laundry store? 


A This is a spare-time business... a few hours 
each week is ample. Service can be contracted 
out to an independent Authorized ALD Service- 
man at ao modest cost. Laundry stores are ideal 
for chain operation and/or absentee owner- 
ship, and investors like you now own 3, 4 and 
more stores netting $5000-$10,000 yearly per 
store. 


Q What are chances of success without 
previous experience? 


A ALD has planned over 9500 profitable 
Laundromat laundry stores throughout the 
country .. . successfully owned and operated by 
doctors, lawyers, teachers, businessmen and 
white collar workers who enjoy an annual 25%- 
50% net return. You need no previous experi- 
ence. Our complete program has proven itself 
over and over again...will make business 
sense to you. It includes ist in | ing, 
store planning, training and p ti Our 
staff of 400 field experts gives you continuing 
help and advice on installation, advertising 
and management. Prestige Westinghouse Laun- 
dromat washers and other balanced equipment 
provide the nation's finest laundry facilities for 
your customers. 








Q What about tax deductions? 


A Accelerated depreciation schedules permit 
rapid accrual of equity... offer attractive tox 
deductions. Here is a business that will poy 
for itself... PLUS. 


Q What is the investment? 


A It's modest! We will finance up to 90% of 
your equipment... offer you the longest 
financing period at lowest terms. 





For information wire, call or write: 


OFFICES IN 44 PRINCIPAL CITIES 


! 7057 N. Western Ave., Chicago 45 

| Detroit + St. Lovis » Cincinnati « Cleveland « Minneapolis + Dalles 
Kenner, Lo. « Jocksonville « Los Angeles « Burlingame, Calif. + Seattle 

| NEW YORK, inc., Long Island City, N.Y. . Malvern, Po. 

| Timonium, Md. « Pittsburgh « Natick, " 


. 
ALO CANADA, tid., 54 Advance Bd., Terente © Aid, inc. 1960 
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to a major decline at this time. Rather, 
they are indicative of a natural, nor- 
mal and healthy reaction which will 
set the stage for a later advance. Even 
if one digs deeper, the same conclu- 
sion is justified. The situation may 
change later, but strong evidence 
points to a selectively constructive 
over-all view, a background in which 
intelligent speculators can find a 
| profitable haven for their capital. 
| Case in point: the stock market— 
| which means the American security 
|buying public—doesn’t understand 
ithe bullish significance of the steel 
| wage settlement. It contains less built- 
|in inflation than any contract signed 
|since the war and provides for a 
smaller wage increase, only a portion 
of which will be effective late in 1960. 
| If the industry couldn’t “afford” the in- 
| crease, if it weren’t a better settlement 
| than the headlines make it out to be, 
Kaiser Steel would not be negotiating 
for the industry agreement to replace 
its own contract. Thus, as was noted 
in a much earlier column, there still 
is strong promise that the steel in- 
| dustry will enjoy record high earning 
| power for at least the next six months. 
| True, the wage agreement, the prob- 
\ability that there will not be steel 
| price advances, is interpreted as being 
|non-inflationary. This is so, but the 
|fact remains that a non-inflationary 
| agreement is bullish rather than bear- 
ish. An inflationary agreement, which 
| is another way of saying an automatic 
| price increase, would have set in mo- 
|tion a wage-price spiral that would 
|have created maladjustments which 
|could later have toppled over the 
| business applecart. Inflation simply is 
| not popular with the American public, 
| even though it may still have deluded 
| followers in the speculative fraternity. 
Equally important, the prospect of 
a large federal surplus in the coming 
fiscal year also is misunderstood—and 
it’s bullish, rather than bearish. This 
because it signals a shift in govern- 
ment policy away from tight money— 
which has driven interest rates to 
high levels through the use of credit 
| restraints—to fiscal tightness, which 
will have less harmful repercussions. 
| Matter of fact, the steel wage settle- 
| ment is also bullish on the credit situ- 
| ation for it apparently “underwrites” 
| a non-inflationary trend in the econo- 
|my which, in turn, lessens the need 
for restrictive credit controls. 
Apropos the foregoing, it’s interest- 
ing to note that the bond market has 
reached an interest rate level which 
| is attracting private capital. If, in ad- 
| dition, the interest rate ceiling on 
long-term government bonds is re- 
moved by Congress, the Treasury will 
have the financing flexibility it needs, 
and current pressures on the short- 
| term money market will be removed. 











To put it in a word, it may well 
be that the nation is on the verge of 
a major turn-about in the bond mar- 
ket, that tight money fears will lessen 
in coming months. 

All of which is not meant to imply 
that every day will be New Year’s 
eve for every speculator, that there 
will be two chickens in every pot, 
or two cars in every garage. In cer- 
tain segments of the stock market, 
there’s a lot of “catching up” to be 
done with the realities approaching 
price—or vice versa. Too many of to- 
day’s security buyers have been blind- 
ly looking at the past and forgetting 
that even a good idea eventually can 
be defeated by its own popularity. In 
other words, while the companies that 
qualify for a growth label unquestion- 
ably have been investors’ darlings in 
the past, there is no guarantee that 
history will repeat itself in 1960. 

True, we're living a new scientific 
revolution, and spectacular success 
stories will be written. But the price 
paid for the present talent and future 
promise is still a most important con- 
sideration. In turn, that price must 
make allowance for the fact that high 
profit margins are vulnerable to com- 
petition; even a new product is sub- 
ject to technological obsolescence; 
growth must be financed, markets de- 
veloped, ‘etc. In many cases, these 
realities are overlooked, for it’s always 
easier to paint with a broad brush. 

Interestingly, all of the issues which 
merit a claim to fame in today’s en- 
vironment have one common charac- 
teristic: they’re not those which have 
been in the growth limelight. In turn, 
this again points up the probability 
that not only will 1960 witness as many 
cross currents as the year just ended, 
but that a shift in emphasis is likely. 

These are the reasons why this col- 
umn is concentrating on the com- 
panies that can provide peace of mind 
as well as romance. Illustrative of the 
point, there’s a distinct merit to Amer- 
ican Telephone, around 82, paying 
$3.30, in that: a) With the customer 
list growing and mechanization result- 
ing in greater efficiency, 1960 earnings 
might be 10% better than estimated 
1959 results of $5.15 per share. b) 
Now that internally generated cash 
is providing a greater portion of capi- 
tal expenditure requirements than in 
the past, there is less likelihood that 
per share earnings will be diluted 
by new financing. This obscured the 
fact that the company’s aggregate prof- 
its tripled between 1950 and 1959. c) 
As a result, Telephone’s market “la- 
bel” may change and greater recog- 
nition be given to the fact that the 
company has some of the best scien- 
tific and engineering talent in the 
electronics field. 

There still are particularly good 
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values in the oils, an almost com- | 


pletely neglected 
problems have been overexaggerated. 
Case in point: little attention has been 
paid to the fact that Phillips Petroleum 


industry whose | 


(44, paying $1.70) has reduced its | 


debt and increased working capital 
in the past two years despite heavy 
capital expenditures. The explanation 
lies in a cash flow of roughly $7 per 
share. This high level of internally 
generated cash removes the threat 
that new financing again will result 
in per share earnings dilution. Once 
this is recognized, greater emphasis 
may be placed on the fact that about 
one third of the company’s earnings 
come from the fast growing petro- 
chemical and natural gas fields. Last 
year’s earnings were a little over $3 
per share (including a 23c per share 
non-recurring profit) and a new peak 
is likely in 1960. 

Too much “peace of mind” in these 
issues? Then, how about Garrett Corp., 
around 46, a major aircraft accessories 
and components manufacturer that 
may receive about $100 million of new 
orders within the next 30 days to 
complement its existing $110-million 
backlog. This prospective boost in the 
order backlog reflects the fact that 
many of the company’s research and 
development projects now have 
reached the production phase. About 
three quarters of total volume repre- 
sents items which are for our missile 
program and products that enable 
airplanes to fiy higher, faster, and 
safer. Earnings for the fiscal year end- 
ing next June could be in the $5.50 to 
$6 per share area as compared with 
$4.61 per share in fiscal 1959. No 
financing is in prospect, and the $2 
dividend may be later supplemented 
with a cash or stock extra. 

Or, how about Celanese, around 30? 
Eventually, Celanese will have a 35-40 
million pound annual capacity for its 
new Darlan fibre which directly com- 
petes with Orlon and Acrilan. Current- 
ly, the latter represents about a 90 
million pound market, half of which is 
Orlon (mostly for sweaters) with the 
balance being Acrilan for carpets. 
Darlan has better shape retention and 
resiliency than the other competing 
fibres and is expected to be a factor 
in 1961-62 earnings. This year is ex- 
pected to be better than 1959, when 
sales were around $265 million and 
earnings more than $2.40 per share. 
The chemical and plastic divisions are 
around a $100-million operation at this 
time, and the “quality” of Celanese’s 
earnings is steadily improving. 

There are other attractive issues 
too—ACF Industries, American Metal 
Climax, James Lees, etc. But the 
main point is that a divergence from 
popular view is taking place. A new 
ball game has started. 
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Inventory... for Investors! 


Stores take them all the time. 

To check up on just where they stand. 

To see what's selling—or slow. 

To re-order the good lines—close out the bad. 

It may take some time and trouble, sure. But just ask any store if 
it isn’t worth it. R 

And that’s how it goes with most smart investors, too. 

Periodically, they like to sit down and re-appraise their holdings... 
go over the stocks they own in the light of current conditions. 

They want up-to-date figures on sales, earnings, dividends . . . fresh 
estimates on the outlook for certain industries and stocks . . . the 
assurance that profitable opportunities for purchase or sale are not 
being neglected. 

If you're an investor and feel that it’s high time you took inventory 
yourself—it’s as easy as writing a letter. 

Our Research Department will be happy to prepare and send you a 
complete analysis of your portfolio . . . point out the weak points and 
the strong . . . make any suggestions it can that might help in the 
light of your own stated objectives. 

There’s no charge for this service, whether you're a customer or 
not. Simply address your letter to— 


Josern C. QUINN 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New Y ork Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
Offices in 112 Cities 











TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable March 15, 1960, to stock- 
holders of record on February 11, 1960. 


J. E. IVINS, Secretary 


DIVIDEND 
NO. 50 











UP? DOWN? 
OR JUST ’ROUND AND ’ROUND ? 


The market's action today can be puzzling to even the most experienced investors—and it's 
more than usually difficult to determine just what the long-range trend is likely to be. That's 
why so many investors are turning to the exclusive, copyrighted Primary Trend Index offered 
by Investors Research-—for, through its continuing analysis of the underlying strength and 
weakness of basic market forces, it provides the thoughtful securities-buyer with a guwide 
to profitable purchases. But the Index is only one of the invaluable features of Investors 
Research—you owe it to yourself, especially in today’s churning market, 

much the weekly IR reports can do for you. The offer below is your opportunity 
SPECIAL TRIAL Subscription: You may receive IR’s reports, covering 500 stocks in 45 key 
industries, for 5 full weeks—for only $1. And as an additional bonus, we'll send you our 
latest special bulletin, ‘‘A Positive Investment Program."’ Send in the coupon below—TODAY 


* 
INVESTORS RESEARCH 
Company (Dept. F-85) Please sush “A Positive Invest; 
922 Laguna Street week trial subscription, giving 
Santa Barbara, Calif. data on 500 stocks. Enclosed 
Name - 


is $1. 
Address : 
*Serving Investors in 50 states and 20 foreign nations. 


to find out how 
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HOW DARING 
SPECULATORS 
PYRAMID PROFITS 


in stocks under $5 or $10 


Experienced investors know that the fast- 
est method for building a fortune in the 
stock market calls for intelligence, careful 
research, and the courage to buy stocks at 
depressed prices. We specialize in uncov- 
ering these unusual situations—stocks of 
HIGH-GRADE companies that are well- 
managed, have g earnings prospects, 
yet are overlooked by the average investor. 
Now you can get revealing reports on such 
“hidden value” stocks, many selling under 
$5 or $10. 


FREE TRIAL OFFER: No obligation. 
Just send name and address on a postcard— 
or mail coupon below—for a full month’s 
subscription. See for yourself how you can 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 
vestment. 


| 
| Selected Securities Research, Inc. 
| Dept. F-83, Seaford, L.I.,New York | 


| Send me your SSR reports for 1 month’s 
| FREE trial. 





Technical Key to Commodity Futures 
THE 


COMMODEX 
SYSTEM 


of Automatic Trading 


In Commodity Futures 
By Edward B. Gotthelf 


Foreword by 


Llewellyn Watts Jr., President, 
The New York Mercantile Exchange 


The COMMODEX SYSTEM explains commodity 
futures in simple terms and introduces a wholly 
new concept of trading. Technical factors in 
the markets are reduced to a pair of index 
numbers which can be easily calculated or ob- 
tained in a daily service. COMMODEX enables 
anyone to recognize trends at a glance and 
follow them for maximum profit. 

No charts are needed. Automatic stops pro- 
tect capital and profits. 

COMMODEX also shows how to minimize risk 
and estimate capital needs. It explains 
line and point-and-figure charts, spreads, tax- 
ce devices and w to develop a bol- 
anced portfolio. Anybody who now holds a 
position in grains, cotton, eggs, fats and oils, 
metals, or world commodities or is to trade 
in these fast-moving markets is COMMO- 
DEX. Send for details today. 


COMMODEX 


90 West Broadway, New York 7, BArclay 7-6730 
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AT RECENT prices Polaroid (180) was 
appraised in the stock market at 
about $692 million. Lincoln National 
Life (259) was appraised at $518 mil- 
lion. Last year Polaroid’s sales were 
well under $100 million (probably 





| about $85 million) and earnings ap- 
| parently were a little short of $10 


million. The book value of the com- 
pany may be almost $40 million. 
Lincoln National Life has assets of 
about $1.4 billion and nearly $10 bil- 


| lion of insurance in force. 


At recent prices Texas Instruments’ 
(168) bonds, preferred and common 
were appraised in the market at $654 
million. This compares with $1.1 bil- 
lion for Radio Corp. (68). Sales of 
Texas Instruments last year were 
something over $190 million against 
sales of about $1.3 billion for Radio 
Corporation. 

Incidentally, Texas Instruments re- 
cently was appraised for just about 
the appraisals of Douglas Aircraft, 
United Aircraft, McKesson & Robbins 
and Marquardt Corp. combined. It 
was selling in the market for more 
than either Lincoln National Life or 


' Connecticut General Life. 


Ampex Corp. (106%) is appraised 
at just under $196 million, with sales 


| for the year to end with April esti- 
} mated at $60 million. 
| with sales of $189 million last year is 


Spiegel (41) 


selling for $75 million. McKesson & 


| Robbins with sales of $416 million 


last fiscal year at 44 is selling for 


AMARKET COMMENT 


Some Troublesome Figures 


by L. O. HOOPER 


$175 million. 

Litton Indus- 
tries’ (61) bonds, 
common and pre- 
ferred are selling 
for about $218 
million, Thiokol 
(55%) for $243 
million, Raytheon (50%) for 
million, Aerojet-General for 
million. 

Compare these figures with $32 
million for General Railway Signal 
(32), $40 million for O.M. Scott & 
Sons (36) and $890 million for the 
great Travelers Insurance Co. (89). 

I'll let you draw your own con- 
clusions. Certainly, some of these 
comparisons are not “alikes with 
alikes.”” Admittedly, startling trends 
and alluring possibilities have made 
some of these high appraisals possible. 
The question arises whether those 
who buy these stocks now are getting 
their money’s worth or just paying a 
high price for unbounded enthusiasm. 

You can make other comparisons 
for yourself. Just multiply the price 
of the stock by the number of shares 
issued and add the par value (or 
market price) of the bonds and/or 
preferred stocks ahead of the com- 
mon. Then compare the sales and 
earnings figures. By following this 
procedure you will get a more ac- 
curate idea of the real price of the 
stock. 

I know that very few investors are 


$170 
$288 


MARKET AVERAGES—STANDARD & POOR’S “500” 


425 INDUSTRIALS 


SWIMLSNANI 


sai.ru.in 
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doing this—or will do it. But I am 
concerned about values, and this is 
one of the ways you compare values, 
allowing, of course, for differences in 
the growth potential. 

I am brave enough to suggest that 
you clip this column, put it away and 
forget about it, and then look at it 
a year from now—or some time when 
speculative temperatures are lower 
than now. 

These figures, I would warn you, 
have nothing whatever to do with 
what these or other stocks may do 
in the market over the short term. 
They do suggest something, however, 
to a really thoughtful person. 

For the intermediate future, I con- 
tinue to regard reasoning about in- 
dividual issues more important than 
the trend in the general market or 
the averages. I do not think any big 
market collapse is in immediate pros- 
pect, but I would not write off the 
possibility of some trouble later in 
the year. Right now, the earnings 
outlook—on balance—is quite favora- 
ble. It is more favorable, I think, than 
the price behavior of the stock list 
since the beginning of the year sug- 
gests. 

There are some stimulating things 
possible, such as another split in U.S. 
Steel and another split in General 
Electric. The steel companies are 
having an excellent quarter. In my 
opinion, the recent bearishness of 
some of the so-called market services 
has been helpful in restraining over- 
enthusiasm and has worked to ex- 
tend the duration of the rise. 

The sensational performance of 
Brunswick-Balke (53%) should not 
encourage sale of the stock merely to 
accrue a profit. Assuming earnings 
of $3.40 in 1959, the stock is selling at 
only about 16 times earnings, which 
is not a high price/earnings ratio for 
so promising a “growth” stock. The 
backlog for pinsetters is about 25% 
ahead of last year, and profit margins 
in this important item seem destined 
to improve in 1960. This company is 
fast becoming the unchallenged leader 
in the dynamic “leisure time” field. 
It is in all types of sporting goods, in 
hospital supplies (in a big way), in 
school seating and plans to continue 
absorbing companies in recreation 
and allied fields. It is believed that 
earnings are most conservatively 
stated. The greater part of profits 
probably will continue to be ploughed 
back into expansion and acquisitions 
—which is thoroughly good. 

Spiegel, Inc. (41) is growing very 
rapidly as a factor in credit selling 
by mail, and plans for this year are 
inspiring. The stock is selling at a 
reasonable price in relation to 1959 
and projected 1960 earnings. Last 
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year’s net was in the neighborhood of 
$3.80 a share on sales of $189 million. 
This year $225 million or so seems 
in sight, and $5 a share is not at all 
impossible. 

I find great confidence among com- 
petent railroad analysts that traffic 
statistics for 1960 will compare most 
favorably with both 1959 and 1958. 
The rails are acting better than the 
industrials, and I expect them to con- 
tinue to do better in spite of their 
unpopularity. I think Atlantic Coast 
Line (53) has possibilites because of 
a probable spin-off of Florida real 
estate into a new company and be- 
cause of possible negotiations for a 
merger into Seaboard Air Line. I like 
Illinois Central (44%) on the prob- 
ability of a $3 dividend rate some time 
this year, as well as because of the 
huge Chicago real-estate values in 
the stock. The high leverage in spec- 
ulative New York Central (295%) also 
appeals to me, but all commitments in 
the stock should be looked upon as 
purely trading adventures. For 
quality, plus yield, plus capital gains, 
I like Norfolk & Western (103). 

Older readers will recall the sug- 
gestion to buy Glasspar (28) at 
around 10, which would be around 6 
for the present stock, allowing for 
stock dividends and splits. I don’t 
think the stock is cheap, but its be- 


havior shows what can happen when | 


you get the right company in the 
leisure time industry. Glasspar’s 
geometric growth has been outstand- 
ing. The Motor Boat Show no doubt 
helped the stock. 

Here are a few issues in addition to 
those already mentioned which I think 
deserve to do better over the inter- 
mediate term: U.S. Plywood, South- 
ern Railway, Allis-Chalmers, Joy 
Mfg., American Water Works, Vir- 
ginia Electric & Power, Scovill Mfg., 
Copperweld Steel, Jones & Laughlin, 
Smith Kline & French, Anderson, 
Clayton, Mergenthaler and Armour & 
Co. 


A trading suggestion: if American | 


Motors (85) gets up around 100 and 
Chrysler (63) gets down around 60, 
switch from American Motors to 
Chrysler. We are getting a lot of good 
news on American Motors, and some 
poor earnings on Chrysler. It might 
be a good idea to sell on good news 
and buy on bad news. 
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LOW PRICED STOCKS 


Ask for free bulletins on low-priced 
oil and mining stocks. 


JOHNSON, LOWRY & CO. 
Mining Exchange Bidg. 
Colorado Springs, Colorado 











PHOTO CREDITS 


Page 12: Bahamas News Bureau 
Page 24: U.P. 

Page 32: Conway 

Page 33: Karsh 











HOW TO MAKE 
MONEY ON 
BRITISH STOCKS 


Many American investors are now 
going into British stocks because the 
yield is generally higher than that 
of U.S. stocks. And in certain com- 
panies there is a likelihood of quick 
capital gain. 

Wise British investors take their 
guidance from Achievement, Brit- 
ain’s only news magazine of busi- 
ness and industry, which tells you 
each month what is happening in 
leading companies—their develop- 
ment plans and who are the men to 
follow. 

Achievement was the only publi- 
cation to advise buying Kemsley 
Newspapers, on which investors more 
than doubled their money in a month. 

Achievement, with its exclusive, 
money-making information is yours 
for a year for only $3.50. Mail 
coupon with remittance TODAY on 
10-day money-back guarantee. 

Se eee eS SS SS eS eee eee ee eee ee 


To: Subscriptions Manager, Dept. F 
Achievement ho. 


40-43 Choncery Lane, 

LONDON W.C.2., England 
I enclose a check for $3.50 for one year's 
subscription (12 issues) to Achievement. 
Name... 
Company. 
Address... 


City. . . Zone 


State 

















Limited Risk—Unlimited Profit 
on Stock Market Transactions 


How with a put or call option, risk limited to the 
cost of the option (maybe a few hundred dollars), 
you can make unlimited profits (possibly thousands 
of dollars in 90 days) is explained in this clear, 
simple book. 


Understanding 
PUT and CALL 


Options 


by HERBERT FILER 
the +1 authority on the subject 


Thousands of successful traders and professionals 
purchase ‘‘buy” and ‘‘sell’’ eptions (cali and put) 
because they know these options can make big 
profits for them and also can protect unrealized 
“paper"’ profits on the stocks they own. 


This book shows how they do it and how you too 
can make maximum profits on minimum invest- 
ment. it shows also how you can sell options on 
your own stock to increase income, where and how 
to buy and sell puts and calls, how to use them to 
make capital gains instead of short-term profits, 
how to use options to protect profits on your 
stocks, etc. 


This book costs yeu only $3.00. it can heip you 
make a fortune. And you can examine it Free. Fill 
in and mail this coupon today. 


favorite bookseller, or 

Publishers, Dept. A-11 
418 Park Avenue South, New York 16, N. Y. 
Please send me Herbert Filer’s UNDERSTANDING PUT 
AND CALL OPTIONS for 10 days free examination. If 
may re a 
$3.00 sy the 
payment in full. 


CO SAVE. Send check with coupon, then we pay postage. 
back guarantee. 


Same money- 











Profit Guide to 


‘62 WARRANTS 


“ Large speculative profits — even small 
* fortunes — have been made in well- 
ituated, low-priced warrants. For ex- 
mple, every $100 invested in Tri- 

* Continental’s warrants at low prices 
- grew to $17,200 in 48 months. And 
g every $100 invested in Hoffman Elec- 
ronies’ warrants at low prices grew to 
50,000 in 24 months. Now, as a guide 
o your future profit prospects in war- 
ants (and to help minimize your risks) 
ur Editors have prepared a new Report 
entitled: “A Statistical ‘Data Guide’ to 
© 62 Active Warrants.” You'll get this 
= Report as a free bonus when you send 
1 (new readers only) to try our week! 

i i . rowth Stoc 
Mail this ad, 
our name, address and $1 today to 
nforth-Epply Corp., Wellesley Hills, 

= Mass. Dept. F-46. 


YALE & TOWNE 
288th Quarterly Dividend 
37Ve¢ a Share 
oe Payable: 
April 1, 1960 
Record date: 
Mar. 15, 1960 
Declared: 
Jan. 18, 1960 


Elmer F. Franz 
Vice President 
and Treasurer 





Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 


Cash dividends paid every year since 1899 











STOCK ANALYSIS 


Confidence Jolted 


WHEN THE market cracks for good and 


| obvious reasons, we accept this as a 


normal hazard. But it is rather un- 
nerving when prices fall without 
apparent cause and in spite of 


| generally good news and favorable 


business prospects. The sharp sell-off 


| which followed the settlement of the 


steel strike and brought the year-end 
advance to an abrupt halt jolted in- 
vestors’ confidence because there was 
no ready answer to the question: 
Why? 

Of course, it had been known for 
some time that the market was vul- 
nerable, as it must be after a rise of 
unparalleled magnitude that had pro- 
ceeded without major correction for 
more than ten years. As recently as 
the previous issue of Forses, I pointed 
out that the average common stock 
was hardly “worth” its price, and 
that only a superlative degree of con- 
fidence in the future could support a 
price of $17 or more for $1 of present 
earnings. 

Although current business statistics 
are excellent, with no deterioration in 
sight for the months ahead, some sub- 
stantial investors apparently reached 
the conclusion that much if not all of 
the good news was already adequately 
reflected in the price level of the stock 
market, that the possibilities for 
further appreciation were limited and 


perhaps not greater than the risk on 


the downside, and that the tax on 
capital gains realized in January was 
not payable until April 1961. 

These are strong arguments, espe- 
cially when it costs 6% interest to 
carry low-yielding stocks on margin 
and when temporarily uninvested 
funds can be put to work at 5% or 
more without any risk. 

Naturally, the question now arises: 
Was this the final peak of the bull 
market? A number of investment 
counsels, technicians, analysts and 





1958-59 


Safeway Stores 424 
Kroger Co. 34% 
American Stores 105 
National Tea 24% 
Food Fair Stores 43 
Winn-Dixie Stores 49a 
First National Stores 88 
Grand Union 37% 
*plus stock 





SUPERMARKET STOCKS 


Jon. 15 % 
High _1960 


Great Atlantic and Pacific 59 4058 31% 


by HEINZ H. BIEL 


other experts seem 
to think so, and 
their number is 
growing, as it usu- 
ally does after a 
decline. 

Personally, I am 
not convinced that 
it is all over. After 
this decline has run its course, confi- 
dence will return. It will be bolstered 
by good business news and by splendid 
earnings reports. 

Yet, while I think it is premature 
to get unduly bearish, prudence and 
common sense call for a measure of 
caution. That doesn’t imply a sugges- 
tion hurriedly to _ liquidate old 
established and balanced investment 
positions, but I doubt that the odds 
for stock market profits are sufficient- 
ly favorable to warrant carrying 
stocks on margin or even to be fully 
and solely invested in equities of a 
volatile character. 

I still do not like bonds for invest- 
ment, despite tempting yields, except 
where circumstances require a large 
current income and the longer range 
danger of inflation can be ignored. 
Anyone subject to income taxes 
should, of course, consider tax-exempt 
bonds whose net yields are materially 
larger than are obtainable on taxable 
corporate bonds of similar quality. 
Typical of the values presently avail- 
able in this field are the recently of- 
fered 4°4% “A”-rated bonds of the 
New York State Power Authority, 
now selling at about 100%. 

However, only short-term bonds 
should be used for the temporary in- 
vestment of surplus or reserve funds 
in order to minimize price risks. Par- 
ticularly suitable because of their easy 
marketability and comparatively neg- 
ligible acquisition costs are U.S. Gov- 
ernment bonds maturing within a 
year or two, as for instance the 24% 





Est. Price/ 

1959-60 Eornings Dividend 
Earnings Ratio Rate 

$2.50 16 $1.00* 
13 2.80 13 1.40 

3 2.05 16 1.10 
22 5.80 14 2.00* 
9 1.35 15 80 
26 2.00 16 1.00 
W 2.45 18 1.20 
33 5.30 W 2.50 
21 1.90 16 60 


Decline 
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bonds, due in November, 1961, selling 
at 95% to yield about 5%. It should 
be noted that only one half of this 
5% yield, namely the 24%2% coupon, 
is subject to income taxes. The other 
half is capital gain with the maximum 
tax of 25%, payable when the bonds 
are sold or at maturity. 


Prices of shares of many leading | 


supermarket chains, the favorites and 


star performers of the recent recession | 


period, have come down to earth and 


are once again in buying range. The | 
price/earnings ratio of the average | 


grocery chain stock has declined to 


about 15 which is reasonable for a | 
growing industry with great inherent | 
stability. Largely due to aggressive ex- | 


pansion policies, competition is ex- 


ceedingly keen, slowing down the rise | 
in per share earnings, but this seems | 


to be adequately reflected in the re- 
duced price level of these shares. 


Investors who are seeking a safe, | 


although by today’s standards modest, 
income with a good prospect of grad- 
ual dividend increases and some ap- 
preciation in price without incurring 


great risks, may well put some money | 


into American Telephone. It is true 
that the stock, at present, pays barely 
4% while high-grade bonds of Ameri- 
can Tel. & Tel. yield about 1% more. 
But income isn’t everything. A bond 
promises nothing except that interest 


will be paid regularly and that the | 
principal will be paid at 100 cents on | 


the dollar when it matures. The stock, 
on the other hand, may increase its 
dividend rate in the years ahead, and 
by the time the bond falls due 20 or 
30 years hence, the present 4% return 
on AT&T stock could easily be 
twice as much. 

No company with a capitalization 
of some 214 million shares can ever 
be a spectacular or “dynamic” per- 
former in the stock market. This ap- 
lies especially in an industry where 
rates are regulated by public authori- 
ties. Nevertheless, after Am. Tel. & 
Tel. had split the stock and raised the 
dividend rate which had remained 
static for over 34% decades, the door 
seemed to open for a more liberal 
treatment of stockholders and, per- 
haps, a somewhat different method of 
raising new capital. The present divi- 
dend rate of $3.30 represents a payout 
of less than 65% of estimated 1959 
earnings of $5.20 a share, and the 
outlook for a further gain in earnings 
this year is good. The next dividend 


increase, therefore, is not likely to | 
be delayed for decades: it may come | 
much sooner, possibly within a year. | 

The Senate investigation of the | 


pharmaceutical industry has caused 


apprehension among investors. As a | 


result, many issues in this group have 
(CONTINUED ON PAGE 50) 
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What's still ahead for 


ELECTRONICS 
STOCKS? 


Despite the fact that prices of many Electronics Stocks have doubled ot 
trebled in the last two years— 


. this is still an exciting group, offering vast potential in the form of rapid 
earnings and dividend growth. 


Looking into the next decade, sales of electronics equipment are expected to 
double at least. Some individual companies should do even better. 


Yet the Value Line analysis presents the following disparate findings, reflecting 
the wide variations among individual stocks comprising the group: 


. While 10 stocks rank in the top twenty percent—out of some 800 stocks in 
all industries—-for appreciation potentiality to 1962-64, and six of them are 
reasonably priced even today . . . 


. Nearly a dozen others have already fully discounted any reasonable projec- 
tion of earnings and dividend growth 3 to 5 years into the future. 


To check your position immediately, with respect to both the Electronics 
Stocks and your entire investment portfolio, you are cordially invited to accept 
the following specific aids: 


Complimentary Reports 


Without charge, under our introductory Guest Subscription offer, you will 
receive the 62-page Value Line Survey which brings you not only the analyses of 
31 Electronics Stocks, but also probing evaluations of 18 stocks in two other 
important industries: Farm Machinery and Office Equipment. Included are 
full-page Ratings and Reports on each of these stocks, among them 


Admiral 

Allis Chalmers 
Daystrom 
DuMont Labs. 
General Electric Motorola 

Gen'l Prec. Eq. Nat'l Cash Reg. 
Int’l Business Mach. Philco 

Int'l Harvester 


Int'l Telephone 
Magnavox 

McGraw Edison 
Minneapolis-Honeywell 


Raytheon Mig 
Singer Mfg 

Sperry Rand 
Square D 
Sylvania Electric 
Westinghouse Ele 
u hirlpool ( orp 
Radio Corp. of America Zenith 


With this offer, you will also receive—by return mail—free copies of: the neu 
Summary of Advices on all 804 major stocks and 50 Special Situations with 
Value Line’s objective measurements of value for each ... Value Line’s 31-page 
study on what to do about inflation, “Security Selection During a Period of 
Inflation” . . . and a list of Best Stocks to Buy Now for varying investment 
objectives. 

And for only $5 (half the regular fee), you will also receive (a) the next 4 
weekly editions of the Value Line Survey with full-page ratings and reports on 
over 250 stocks, (b) a new Special Situation Recommendation, (c) a Super- 
vised Account Report, (d) two Fortnightly Commentaries, and (e) Weekly 
Supplements reporting recent developments on stocks under supervision. (The 
annual subscription rate is $120.) 


To take advantage of this Special Offer, fill out and mail the coupon below. 
Name 
Address 


Zone State 
Send $5 to Dept. FB-146 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD ¢& Co., Inc. 
Value Line Survey Building, 5 E. 44th St., N. Y. C. 17 




















THE LUCKIEST $7 
| EVER SPENT 


By a Wall Street Journal 
Subscriber 


Not long ago I picked up my first copy 
of The Wall Street Journal. I expected 
dull reading. Imagine my surprise when 
I found some of the best articles I’d ever 
read! 

I sent for a Trial Subscription. For the 
first time in my life I began to under- 
stand why some men get ahead while 
others stay behind. I read about new in- 
ventions, new industries and new ways 
of increasing my income. Also I got ideas 
on what to do to reduce living expenses 
and taxes. My Trial Subscription to The 
Journal cost me $7. It was the luckiest 
$7 I ever spent. It has put me hundreds 
of dollars ahead already. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy 
delivery to you anywhere in the US., 
The Journal is printed daily in New 
York, Washington, Chicago, Dallas and 
San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM 2-1 











Chartcraft Weekly P&F 
Commodity Service 


A Comasote POINT & FIGURE Service for 
the trader . . . issued every Thursday. Cov- 
ers all popular commodities . . . giving buy 
—sell—and stop loss points . . all illus- 
trated by point and figure charts. 
@ 6-Week Subscription plus ross 
Point & Figure Guide .. . $10 


Chartcraft, inc., Dept. F-2 
1 West Ave., Larchmont, New York 


R. J. Reynolds 
Tobacco Company 








INVESTMENT POINTERS 


by J. DONALD GOODWIN 


A Conservative Portfolio 


THE PORTFOLIO shown below is sug- 
gested for inconié, safety and a chance 
for moderate appreciation. The aver- 
age yield is better than 5%. 
American Can is the nation’s larg- 
est producer of metal and composite 
(metal and fiber) containers for food 
and non-food items. In 1957 the com- 
pany acquired the Marathon Corp., 
an important producer of pulp, paper, 
paperboard and fabricated paper prod- 
ucts. In addition, the Dixie Cup Co., 
a leading manufacturer of paper plates 
and drinking cups, was also acquired. 
Sales have shown steady growth for 
many years and there is good reason 
to believe that this trend will continue 
into the new decade. Earnings have 
held in the neighborhood of $2.50-$3 
per share for some years, and the 
chances are they will exceed $3 a 
share this year, so that the annual $2 
dividend would appear safe. A first- 
class investment for the long pull. 
Commercial Credit is the second 
largest independent unit in the in- 
stallment finance field. Since 1946 the 
company’s volume of business has 


| risen from $200 million to an estimated 
| $1.7 billion in 1959, a remarkable in- 


crease to be sure. During this period, 
earnings rose from $1.08 a share to an 
estimated $5.50 a share last year. 
Earnings in 1960 should show further 
progress, with a level in excess of $6 
a share anticipated. I am very con- 
fident the current 70c quarterly divi- 
dend will be increased sometime dur- 
ing 1960. This is an excellent com- 


| pany and should do well in the years 


to come. I highly recommend it. 
General Motors is well known to 

all investors. The company’s 334% 

Cum. Pfd. stock, now selling around 77 


to yield approxi- 

mately 5%, ought 

to be an excellent 

purchase for con- 

servative inves- 

tors. There are 1,- 

000,000 shares (no 

par), which are re- 

deemable at 103 through November 1, 
1961, thereafter less. The stock recently 
sold at 75, which was an all-time low. 
It would seem to me that scale-down 
purchases in this and the other pre- 
ferreds mentioned in this column will 
prove to be wise investments in due 
time. 

Thus, my thinking is simply this—to 
begin to buy leading preferred stocks 
at prices . “ere the yields are cur- 
rently 5%. Should money rates tighten 
further, as they could very well do, 
preferreds might react a bit further to 
prices to yield 542%—5%4%, at which 
time additional purchases would be in 
order. Sometime in the future, in- 
terest rates will begin to ease, at which 
time preferred stocks will advance in 
price, perhaps 10 to 15 points. In that 
event, the upshot will be that an in- 
vestor can get a good average on the 
price of his purchase, a return in ex- 
cess of 5% and a chance for appre- 
ciation, all of which entail a minimum 
of risk. 

The Great Northern Ry. extends 
from Chicago to the Pacific Northwest. 
Iron ore, lumber and wheat are the 
principal items it transports. Jointly 
with the Northern Pacific, the com- 
pany controls the Chicago, Burlington 
& Quincy. In this connection, discus- 
sions of a merger of the Great North- 
ern, Chicago, Burlington & Quincy, 
Nothern Pacific and the Spokane 











PORTFOLIO PURCHASES 
Makers of 


Camel, Winston, Solem & Cavalier 1959-60 Recent Indicated paid each 
cigarettes high price dividend Yield year since 
Prince Albert, George Washington ere ees = 
pad ser ay American Can 50 42 47% 1923 
smoking tobacco Commercial Credit 67 56 3 5.0 1933 
_— General Motors Preferred 87 77 . 49 —_ 


QUARTERLY DIVIDEND Great Northern Ry. 59 50 6.0 1940 


A quarterly dividend of 55c 
per share has been declared 
on the Common Stock of the 
Company, payable March 5, 
1960 to stockholders of rec- 
ord at the close of business 
February 15, 1960. 
W. J. CONRAD, 
Secretary 


Dividend 











Kresge 35 32 y 5.0 1913 
National Biscuit 56 54 , 4.5 1899 
Penna. Power & Light 29 25 . 5.0 1946 
Phelps Dodge 70 55 5.5 1935 


Phila. Electric Preferred 104 94 “ 5.0 _ 
Philip Morris 65 63 J 5.7 1928 
Radio Corp. Preferred 74 67 . 5.2 _ 
Socony Mobil 52 40 : 5.0 1902 
Southern New England Tel. 47 45 49 1891 


Winston-Salem, N. C. 
January 14, 1960 
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Portland & Seattle Railway are under 
way. 

However, various problems arising 
have delayed the decision. It is hoped 
that a way will be found to solve these 


problems, as a merger would prove 
beneficial. Meanwhile, | 
1959 earnings are expected to be | 


financially 


around $4.50 a share, with an increase 
to $5.25 a share estimated this year. 
The $3 annual dividend should be 
secure and affords a yield of 6% on 
its recent price of 50. The company 
is of good grade and merits attention 
on a long-range basis. 

Kresge is the third largest in the 
variety chain field, operating over 
700 stores principally in the Middle 
West. The company also does busi- 
ness in Canada where some 85 stores 
are located. Earnings in recent years 
have been around $2.50-$2.60 a share, 


and an annual dividend of $1.60 has | 


been paid since 1955. The chances are 
good that the company’s profits will 
increase during this year, and I be- 
lieve the dividend might undergo a 
moderate increase. 

National Biscuit has paid a dividend 
each year since 1899, and has recently 
increased its annual rate from $2.20 
to $240 per share. The company is 
the world’s largest baker of biscuits, 
cookies and cakes, handling about 
40% of the market in the United 
States. 


Foreign sales, which comprise 13% | 


of the total volume, are doing very 
well, and it is expected that they will 


play an increasingly important part 


in the company’s future. Finances are 
strong; there is no funded debt. 


Pennsylvania Power & Light Com- | 


pany should continue to do well. It 
is one of Pennsylvania’s leading utili- 
ties. 


Phelps Dodge, recommended in the 
January 15 issue, continues to look 
attractive around its present price of | 


55, where the yield is 5.5%. Indeed, 


the stock has held very well during | 
the reactionary markets of recent 


weeks. Purchases now and on a scale 


down should work out profitably in | 


due time. 


Philadelphia Electric 4.68% Cum. 


($100 par) Pfd. recently sold at 93 vs. | 
a high of 104 reached during the last | 
12 months or so. It is callable at $105 | 
through Dec. 31, 1962; $104 thereafter. | 
warranted at, or | 


Purchases are 
around, its recent low. 


Philip Morris ranks sixth among the | 
nation’s cigarette producers. Its brands | 


include Philip Morris, Marlboro, Par- 


liament and Alpine. A popular line | 


of smoking tobaccos, “Revelation,” 


“Country Doctor” and “Bond Street,” | 
In addition, the | 


are also produced. 
company manufactures industrial ad- 
(CONTINUED ON PAGE 50) 
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Gr... G , 
Sri - Continental 
Corporation 


A diversified, closed-end investment company 


listed on the New York Stock Exchange 


30rn 


ANNUAL REPORT 


for the year ended December 31, 1959 


available upon request 
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HUME LLANE 
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MT nL... 


65 BROADWAY, NEW YORK 6, N. Y. 











Cities Service 


Cc 


ONMNPAN Y 
Dividend Notice 


The Board of Directors of Cities Service Company on January 
20, 1960, declared a quarterly dividend of sixty cents ($.60) 
per share on its Common Stock, payable March 7, 1960, 
to stockholders of record at the close of business February 


11, 1960. 


FRANKLIN K. FOSTER, Secretary 














THE “HOW” AND “WHY” OF 
FORBES SECURITIES MANAGEMENT 


Today, careful investors must analyze 
a great mass of financial data to obtain 
the minimum degree of knowledge 
necessary to hold sound investments and 
to make new commitments. Because of 
the uncertainties in today’s volatile 
market, they may completely overlook 
attractive new investment opportunities 
or fail to take profits at the proper time. 


The responsibilities of money manage- 
ment are further complicated the fact 
that in man a ou HAVE NO WAY 
OF gs NG W R YOU ARE 

ACTING ON THE VERY LATEST IN- 
FORMATION! 


It is for the investor with a portfolio 
of $50,000 and more, who does not have 
the time nor the necessary experience 
to cope with the complex problems of 
money management, that FORBES 
SECURITIES. MANAGEMENT was 
established. The entire resources and 
experiences of the 43-year-old FORBES 
organization are made available to in- 
vestors through this Division. Here, each 
account is given expert and thorough 
analysis and constant supervision di- 


rected toward reaching the individual 
financial goal of the investor. Your ac- 
count is immediately assigned to an 
experienced FORBES Investment Coun- 
selor who sends you regular reports on 
your portfolio and whom you may con- 
sult by letter, by telephone or telegram, 
or by personal visit at any time. 


To learn more about the scope and 
purpose of this 
outstanding serv- 
ice — how it is 
organized, how 
fees are deter- 
mined, how our 
highly skilled staff 
takes the initiative 
in making recom- 
mendations—send 
today to FORBES 
SECURITIES 


Fifth Avenue, 
New York 11, N.Y. 
for your 

copy of our de- 
scriptive booklet. 














hotels — in exclusive 
Washington Square. 


Spacious single rooms 
from $10 daily. With air- 
conditioning from $12-$14. 
Lavish 2 and 3 room apts. 
with serving pantries. 
Substantial savings by the 
month or on lease. 
N. Scheinman, Managing Director Bae 
GR 3-6400 s 


24 FIFTH AVENUE at 9th STREET 


FREE: Charteraft 
Point and Figure Report 


on 300 A-S-E Stocks 


New York, N. Y.—At last you can profit fully 
from unusual opportunities in fast moving 
American Stock Exchange stocks. Because 
many of these offer outstanding vehicles for 
capital gain, the noted CHARTCRAFT organi- 
zation has initiated a unique new service which 
covers 300 plus A-S-E stocks. You are invited 
to see our latest Report without charge and 
check the unhedged recommendations on each 
stock including price to buy or sell short, price 
to sell and stop-loss protection. 

ch issue includes, in addition, the top 
“Stock of the Week’’, chosen for extraordinary 
capital gain, plus 5 other selected stocks 
chosen for substantial profit after breaking 
through price objectives. recommenda - 
tions are derived from the well-known point 
and figure method shrewd professionals use to 
uncover big and imminent stock moves. For 
your FREE copy of this remarkable new serv- 
ice—the only service devoted to A.S.E. stocks 
exclusively—write 

. Ft, 


CHARTCRAFT, INC., 


(Division of BUSINESS REPORTS, Inc. 
1 West Avenue, Larchmont, N. Y. 
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SOUTHERN 


NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 84 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able March 14, 1960 to 
stockholders of record at the 
close of business on Febru- 
ary 29, 1 ' 





W. S. TARVER, 
Secretary 


Dated: January 16, 1960. 


























DOW THEORY LETTERS 
pas Richart Resell 


ing Dow » reprints of the author's 
four recent articles in BARRON'S, and a one- 


is and serious investors 


month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 


Dept. F, 125 East 93rd Street, N. Y. C. 28 





TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Leverage in Lieu of Growth 


AMONG THE not inconsiderable num- 
ber of industrials whose long-term 
growth apparently has not kept pace 
with the over-all economy, Chrysler 
(C, about 65) is a most remarkable 
example. For its apparent lack of 
growth seems to be amply compen- 
sated by a high degree of leverage. 
This is clearly reflected by the broad 
trading range of the past decade, dur- 
ing which the stock has fluctuated in 
long major-trend swings between, 
roughly, the 40-60 and 80-100 levels. 
In a long-term perspective, therefore, 
you can assume that, if the company 
fails in the attempt to revive its basic 
growth trend, the stock will eventu- 
ally break through the bottom of the 
trading range; while, if its efforts are 
successful, the stock will in due 
course move decisively beyond 100. 
Management efforts are, of course, in 
the latter direction, but while the out- 
come is in the balance, the leverage 
factor seems to dominate the price 
behavior of the stock. 

The leverage factor here results 
essentially from a combination of 
high sales volume and comparatively 
small equity capitalization (8.8 million 
shares) and is compounded by wide 
swings in the company’s profit margin. 
Thus, 1958 sales volume equalled about 
$250 a share; last year’s sales probably 
were somewhat over $300 a share; 
this year’s volume may run as high 
as $370 a share. Earnings for 1958 


| were in the red; for 1959 they are in- 


dicated at about $1 a share; and for 
1960, I have seen estimates as high as 
$10 a share. (By way of comparison, 
American Motors’ sales for the year 
to Sept. 30, 1959 were about $145 per 
share, netting a shade over $10, and 
will probably run somewhat higher in 
the 1960 fiscal year. In terms of cash 
flow, however, Chrysler is ahead by a 
wide margin with a last-reported 1958 
item for depreciation and amortization 
of some $25 a share, vs. 80c for Ameri- 
can Motors.) But quite apart from pro- 





1 POINT & FIGURE CHART: 
i CHRYSLER (c) 
PRICE REVERSALS PLOTTED In 
S-POINT UNITS 




















rs oa 


ducing high lev- 

erage in terms of 

fundamentals, the 

small equity issue 

makes for vola- 

tile market per- 

formance which 

naturally attracts 

recurrent interest 

from traders and investors. Thus, last 
year’s trading volume on the NYSE 
was probably equal to some 40% of 
the outstanding stock. 

In this context, Chrysler stock now 
looks quite interesting from a techni- 
cal standpoint because indications are 
that its major downtrend from the 
1955 high (101) is being conclusively 
reversed. The upper limits of this de- 
cline can be defined at this time by the 
trend line plotted on our chart across 
the 1955 and 1957 tops or, alterna- 
tively, by a line drawn parallel to one 
that joins the 1956 and 1958 low points 
of the downtrend. You can see clearly 
that the first of these lines was pene- 
trated by the intermediate uptrend of 
early 1959 (columns X and C) and 
that the second line was penetrated by 
the rally of last December (col. Y). 

Trend line penetrations are not by 
themselves necessarily conclusive evi- 
dence of a lasting trend reversal. They 
are, how vr, likely to be meaningful 
if they are preceded by adequately 
large reversal bases, as seems to be the 
case here. A typical base, including 
the 1958 low of 44 (which is plotted 
on the 45 level of the three-point unit 
chart), is apparent between columns 
A and X. It was completed by the 
intermediate uptrend (columns X and 
C) that breached the first downtrend 
line. You will recall from my earlier 
articles that, in Point & Figure tech- 
nique, the number of price-reversal 
columns in a lateral movement is 
assumed to indicate the potential 
carrying power of the ensuing vertical 
trend. In this instance, the lateral ex- 
tent of the base spans eight such 
columns (not counting the last) on 
the 51 price level, so that a target 
(shaded circle) can be projected eight 
units up, on the 75 level. 

The fact that the May 1959 high 
(72) fell one unit short of target can 
be accounted for by heavy supply of 
stock in the mid-70s, which is in- 
dicated on the chart by the density 
of entries on and astride the 75 level 
during 1956 and 1957. The recurrent 
trading in that price range left a lot 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange. 
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of people locked into long positions, 
and presumably many of them are 
willing to sell at or near their original 
cost. This “resistance zone” apparently 
begins at 72 and probably extends up 
to the 82 high of 1957; that it remains a 
force to be reckoned with, is indicated 
by the fact that the December 1959 
rally, (col. Y) which breached the 
second major downtrend line, also was 
turned back at 72. 

That rally was an effort to reverse 
the preceding intermediate downtrend 
from the first 1959 high. It was, I 
think, the more significant for start- 
ing from a low (57, in col. E) that 
stands in the top zone of the original 
base (cols. A to X) and resting well 
above the preceding intermediate- 
trend low (actual: 49 in Dec. 1958). 
Thus, we now have a sequence of two 
such lows on a rising plane, which 
combines with the penetration of two 
major downtrend lines to suggest 
quite strongly that the major down- 
trend is being reversed. Still missing 
at this time is a new intermediate- 
trend high, above the 72 level reached 
last May, to complete a sequence of 
rising intermediate highs and lows as 
part of a probable new major uptrend, 
which could be tentatively defined by 
the rising parallels on our chart. 

I should consider this a probable, 
rather than a possible, trend because 
P&F theory suggests that the potential 
carrying power of the latest inter- 
mediate uptrend was not fully ex- 
hausted at 72. Its latent potential is 
indicated by measurement of the 
small August-December base (cols. 
D-Y) on the 63 level where it spans 
five columns of price reversals. Thus, 
a target can be projected at 78 to ex- 
press a technical probability in favor 
of the requisite rally, at least under 
favorable market conditions, to or be- 
yond the 75 line. 

It is important, moreover, to realize 
that a rally to the 75 level of our 
three-point unit chart from approxi- 
mately its present status would com- 
plete the entire price action as a new 
and substantial reversal base, begin- 
ning at column C. We can tentatively 
measure this base to column Z (where 
the next price reversal to the upside 
will have to be plotted) on the 69 
level, where it spans ten units and thus 
yields a tentative target (unshaded 
circle) on the 99 level. Once this, or 
a similar target is made actual by a 
rally to the 75 line, it would suggest 
at least the further probability of a 
move beyond the 1957 high (82) and 
of a subsequent test of the 1955 top- 
reversal zone, which reaches from the 
upper 80s to 101. Note that only one 
price-reversal column beyond column 
Z would be necessary to raise the ten- 
tative target from 99 to the level above 
the 1955 high. Accordingly, the tech- 
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nical position now presumably is al- 


most strong enough to permit an even- | 


tual rise out of the broad trading range 


of the 1950s, provided the market at | 


least thinks the company is moving 
toward resumption of a long-term 
growth trend. But in any event, there 
seems to be enough latent potential 
for a major-trend move into the mid- 
80s, which should make the stock 
attractive near the mid-January price 
and on minor weakness. 
Fottow-Ups. American Broadcast- 
ing—Paramount (about 28) has settled 
back into the support zone of the 
upper 20s referred to in the article 
of December 1. While supply ap- 
parently still remains in the 30-33 
range, the major-trend objective in 
the mid-40s, in my opinion, remains 
valid and I consider the stock worth 
buying and holding. . . . General Tire 
& Rubber (about 75-76) by mid- 
January had corrected some 40% of 
the preceding uptrend to 86. As I sug- 
gested in the December 15 issue, the 
sharp reduction in the reported short 
interest called for more consolidation 


than would otherwise be necessary. | 


After some further base development 
near, or somewhat above, current 
prices, technical indications suggest 
the uptrend can resume and should 
carry beyond 86 and toward the next 
major-trend target (plotted at 102 on 
the three-point unit chart)... . 

Glen Alden (about 23) failed to 
reach the crucial 30 line in November. 
The subsequent setback held at the 
support level (21-22) referred to in 
the November 1 article, so that a broad 
trading range 21/22-29 now seems in 
effect. Technical indications at this 
time do not suggest that the support 
will be penetrated; accordingly, the 
next intermediate trend should move 
toward the upper limit of the trading 
range. The major trend still appears 
to be upward, so that in due course 
the price should reach 30 and well be- 
yond. .. . Alleghany Corp. common 
(about 12%) has settled back into the 
upper range of the indicated support 
zone between 11-13. The major-trend 
targets at 18-22 remain valid, but 
more sidewise action near current 
prices is probably necessary before a 
more sustained rise can resume... . 

Container Corp. (about 27) still 
needs to reach the “critical” 31 level, 
but has been extending its technical 
upside potential by persistently add- 
ing more lateral action to its 27-30 
trading range. The risks here are 
comparatively limited and the stock 
is worth buying for the longer-term 

Diamond National (about 33-34) 
has settled back to indicated support 
after reaching a “first target” at 41; 
seems worth buying for the major 
trend. 
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For short term swing 
trading in grains... 
OR active stocks .. . 
(Check which). 


No obligation. Just clip and mail 
with stamped SELF-ADDRESSED 
ENVELOPE. 


Name 
Address 
City 
LESTER B. ROBINSON 
1204 Russ Building 
San Francisco 4, California 
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The Oldest Cyclical Forecasting Service! 
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> W. D. GANN Research, Inc. 
E s Box 6248 AIRPORT 
St. Lowis 34, Missouri 


THE 
wwwaed POINT & FIGURE GHARTS 
PORTFOUD socks chard sor ; 
long-term - all analyzed - 
SELECTED : a complete continuous chart 
service - inquire about our 
introductory offer. DEPT. F-7 
BOX 91, WALL ST. STA, W.Y.C. 5 


BEST *5 
INVESTMENT 
| EVER MADE 


By a Barron's Subscriber 


One of the most profitable moves of my in- 
vesting experience cost me only $5. For this 
small sum I began to acquire an asset that has 
brought me untold benefits. 

I mean the knowledge of investment values 
I've gained by subscribing to_ Barron's 
National Business and Financial Weekly 

This has helped me do a better job of sepa- 
rating good investments from bad invest- 
ments. I have built my capital and increased 
my investment income. I have gained greater 
peace of mind financially. 

















This story shows how Barron's serves its 
readers. There is no other business or invest- 
ment publication like it. It is written for the 
man who makes up his own mind about his own 
money. It is the only weekly affiliated with 
Dow Jones, and has full use of Dow Jones 
vast, specialized information in serving you 

In Barron's you are shown what, where, and 
why the REAL VALUES are, behind current 
security prices. You get clear, well-founded 
information each week on the condition 
and prospects (the changing fortunes) of in- 
dividual corporations—and on industrial and 
market trends 

Barron's subscription price is $15 a year, 
but you can try it for 17 weeks for only $5 
This trial subscription for $5 will bring you 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight 
theinvestment implications of current political 
and economic events . the perspective you 
must have to anticipate trends and grasp 
profitable investment opportunities. 

See for yourself how important Barron's 
can be to you in the eventful weeks ahead 
Just tear out this ad and send it today with 
your check for $5; or tell us to bill you 
Address Barron's, 392 Newbury Street, 
Boston 15, Mass. F-21 
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A mutual fund ae 
for growth possibilities in. 


Electronics 
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and other activities related to 
the energy fields. 


NO COMMISSION OR 
SELLING CHARGE 
of any kind. Shares are 
offered at net asset value. 
Send for Free Prospectus. 
Write Dept. F 
Distributor 
RALPH E. SAMUEL & CO. 

Members of N.Y. Stock Exchange 
2 Broadway, N.Y. 4, N.Y. 
Tel. Digby 4-5300 





| worth? “Perhaps not,” 
| University of California economists 
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| the Dow-Jones Industrials. 
| argument: because management fees 
| eat up 12% to 15% of dividend invest- 
| ment income, few funds yield as much 
| as representative stocks. 





Can You Make a 
“Killing” in Stocks? 


Yes—it JS possible to = a small um into a for- 


tune, by concen’ 
iia stocks with dynamic growth poten- 


e concentrate = he -y-- stocks priced below 
% which r minimum risk and opti- 
mum oppo: wnity a Capital Gains. 
May we send you full Ney No charge, no obli- 
gation, no ‘pressure’. no salesmen. 


FORECASTS, Box 87-F5, Pelham, N. Y. 
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a THE FUNDS 


Management: 


“WHAT AM I GETTING FOR 
MY MONEY?” 


Last year the investing public paid 


| mutual fund managers roughly $75 
million in management fees and $140 
| million or so in sales charges. This 
| paid for management of over $15 bil- 


lion in net assets and purchases of 
some $2.3 billion in new shares. Any 


| way you look at it those are hefty 


sums. 
Did the public get its money’s 


a couple of 


said in effect last month. They were 
writing in the scholarly Analysts 
Journal, official organ of the National 
Federation of Financial Analysts So- 
cieties. Wrote Economics Instructor 
Edward F. Renshaw and Graduate 
Student Paul J. Feldstein: “.. . in- 
vestment companies as a whole have 
not outperformed representative stock 
averages...” For evidence they cited 
figures culled from Arthur Wiesen- 
berger & Co.’s authoritative manual, 
Investment Companies. This showed, 
they said, that from 1947 through 1957 
only 11 of 89 leading diversified com- 
mon stock funds ran up faster than 
Another 


What did Renshaw and Feldstein 
suggest as a solution? They proposed 
managed mutual funds be replaced by 
unmanaged investment companies. 
These would not try to outguess the 
market but would hold fixed propor- 
tions of a representative group of 
stocks. Renshaw and Feldstein sug- 
gested that the Dow-Jones Industrial 
Average might make a good list for 
such a fund. 

The Renshaw-Feldstein thesis was 
certainly provocative. But was their 
proposal practical? Probably not. It 
ignored the fact, for example, that 
“fixed trusts” were widely used in the 
Twenties and subsequently most of 
them were abandoned. Nor is it likely 
that mutual funders would work so 
hard to push their wares if the re- 
ward of loading charges were not 
sweetened by the prospect of man- 
agement fees stretching into per- 
petuity. 

Neither did the mutual fund critics 
consider the possible effect on a list 
of 30 stocks such as makes up the 
DJI if some $2 billion a year were 
poured into them. A few stocks 
would probably soar beyond all rea- 


son, while hundreds of other 
stocks, deprived of mutual 
money, would droop. 

But if the authors failed to offer a 
practical alternative to managed mu- 
tual funds, they had certainly raised a 
question that has long plagued mutual 
fund salesmen. It is one of the oldest 
questions in the book: “What am I 
getting for my money if the fund 
can’t even beat the averages?” 


good 
fund 


Selling: 
MAN ON THE SPOT 


In most respects, the annual report of 
The One William Street Fund released 
last month was thoroughly routine: 
total net assets up 6.9% on the year 
to $296 million, net asset value per 
share up 7.4% to $14.02. 

But in one crucial respect the One 
William report was not quite what 
one would expect of a major fund in 
a boom year. Stockholders, it turned 
out, had turned back to the fund 
more shares for redemption than the 
fund’s team of 14 wholesalers and net- 
work of dealers were able to sell to 
newcomers and existing shareholders. 
The score: redemptions of $46 mil- 
lion, new share sales of $38 million. 

Executive Vice President Edward 
B. Burr, however, was putting a brave 
face on it last month. “Under all the 
circumstances,” said he with disarming 
poise, “I think our performance was 
fairly remarkable!” 

Burr’s sang-froid rested partly on 
his own view of circumstances. When 
One William Street made its debut in 
the mutual fund field in May 1958, 
the brainchild of the famous Lehman 
Brothers investment banking house, 
the stock market was listless, as Burr 
recalls. With brokers and newsmen 
hungry for conversation pieces, says 
he, “we got a hell of a lot of advance 
publicity.” In that climate, an initial 
offering of a whopping $198 million 
was quickly oversubscribed. “Un- 
questionably,” Burr says, “a whale of 
a lot of people were badly sold. In- 
stead of an open-end fund looking for 
long-term capital growth, they thought 
they were getting a ‘hot Lehman 
deal.’” When they found they were 
in a fairly conservative, well-diversi- 
fied mutual fund, they wanted out 
and quickly did so. 

Burr denies that what happened last 
year is going to change anything. “We 
are not going to change our selling 
methods,” said he. “We sell through 
dealers and we're going to stay that 
way. When we started, we didn’t ex- 
pect our sales efforts to produce much 
for five years.” For such reasons, 
Burr said he was quite content, add- 
ing: “And that’s no public relations 
jazz either.” 
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FUNDS 
VS. THE MARKET 
| 


Performance: 


THE CONTINENTAL TOUCH 


For a mutual fund that currently sells | 


for some $3,600 per share, New York’s 
Nelson Fund (total assets: 
lion) had an appropriately posh start 


in life. Its initial offering price was | 


$3,022 per share. 


“It all began in 1955,” recalls Found- | 
er and President George J. Nelson. “I | 
dined with eleven of the smartest men | 


I knew in Wall Street, and I said to 
them: ‘Gentlemen, the days of dou- 
bling your money in du Pont or Gen- 
eral Motors are over. Let us pool our 
resources, pick each other’s brains, 
then invest in foreign companies and 
in selected situations here.” So it was. 

By the end of 1958, says Nelson, so 
many others wanted to join the origi- 
nal group that they decided to con- 
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WOULD YOU SPEND 


‘20 
for Investment Success 
in The Opportunity Year Ahead? 


g - - - just $20 a year for the facts and guidance you need 


- to help make the best possible decisions regarding your 
securities during this important period. 


W 


$1.7 mil- | 


= asa ready-reference guide. 


vert it into an open-end fund with no | © 


loading charge or other selling in- 


centives of any kind. Last month at 


a press conference in New York, Nel- 
son proudly served up the results of 
his first year. Net asset value per 
share, said he, had climbed 21% in 
1959 to $3,659 at year’s end. That put 
Nelson up in the 10% or so of funds 
that beat the averages last year. Stan- 
dard & Poor’s average of 500 stocks 
climbed just 85% over the same 
period. 

Nelson is a cheerful, chunky chap 
with suave ways and an exotic back- 
ground. He says he was born in 


Russia, read economics with Keynes. | 
He attributes the fund’s smart show- | 


ing in 1959 to a number of things. 
Prominent among them: smart buy- 
ing of European stocks. With 40% of 
his assets currently invested there, he 
thinks the proportion will go higher 
in 1960 to perhaps 50%. 
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ELL, that’s all it costs you for the most complete investment service we've 
been able to devise after 57 years of successful experience . . 


. the same 


service already endorsed by more than 67,000 investors who thoroughly believe 
= that it’s worth every penny of the $20 they pay—and more! 


BECAUSE HERE'S WHAT YOUR $20 BUYS . . . 


Specialized, personal 
and confidential advice 
about any investment as 
often as once a week. 

The best and most considered opinion 
we can mail you on any particular 
stock—the most seasoned advice we can 
give you on whether to buy, sell, or 
hold. (Available free to subscribers, 
can’t be purchased alone at any price.) 


The annual “Stock Fact- 
ograph” Manval—a 304- 
page indexed review of 
more than 1,800 stocks—a 
parade of pertinent facts 
that highlight their good 
ints and bad—makes the 
actograph indispensable 





(Sells separately at $5.) 





FREE—if you act NOW! 


We will reserve for you a copy of our 
forthcoming book, “11-Year Record of 
Common Stocks and Leading Mutual 
Funds” (now in preparation). 


You will have the 11-Yeor Record, 1949 
through 1959, of: 

Year Stock a < ces too ont 
4 . 
Earnings (Earnings as ewahabie up to 


S Leading Mutua! Funds: EACH YEAR's— 
Sct keeat Cn en ee Gains « 
Net Asset Value « Sales Charge 


IN ADDITION TO 


A full year’s subscrip- 
tion to FINANCIAL 
WORLD—52 fact- 
packed issues of a mag- 
azine published for 
just one purpose—to 
keep you current on ex- 
actly what’s happening 
and why, in the 

world of stocks, 

bonds and busi- 

ness, to catch SS <> 
trends as they start, al 

to let you profit from the 

most attractive opportunities to buy or 
sell. (Costs $26.00 at your newsstand.) 


— 
— —— 


PLUS—12 MONTHLY STOCK GUIDES— 
The famous FINANCIAL WORLD 
monthly supplement, “Independent Ap- 
praisals” of nearly 2,000 stocks. Digests 
of price ranges, earnings, dividends and 
our independent rating for income and 
profit. (Similar guides would cost up 
to $24.) 


IF that sounds like $20 worth of 

tax-deductible expense to you, 

+ $20 that will increase your income, 
improve your op REy and assure in- 
just return this 
“ad” with your name ‘end address, and 
your check or money order. (26-week 
trial offer includes all these services 
for $12.00.) 





FINANCIAL WORLD 


Dept. 


FB-21—17 cones, 8 rover New York 4, WW. Y. 








T. ROWE PRICE 
GROWTH STOCK FUND, INC. 
we 


OBJECTIVE: Possible long term 
growth of principal and income. 


OFFERING PRICE: Net asset value. 
Ther 


e is no sales load or com- 
mission. 


REDEMPTION PRICE: Net asset 


value less 1°%,. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 





free 


booklet-prospectus 


Petroleum Shares 


| of GROUP SECURITIES, INC. 


| A mutual fund founded in 1933, which 
| offers an investment in the growth pos- 
sibilities of selected common stocks of 


the oil and gas industry. 


Mail this 


| Advertisement. 
| Name 





Addeo 





DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 
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CURRENT RATE 
ON INSURED SAVINGS 


A'2% 


Earnings paid or compounded quarterly 
Southern California’s oldest, 
one of the nation’s largest savings 
and loan associations 
e 


In 75 years this trustworthy 
institution has never missed a divi- 
dend, nor have its doors ever been 
closed on a business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds placed by the tenth of 
any month earn from the first of 

| that month. 


ASSETS OVER 150 MILLION DOLLARS 
Founded 1885 


Convenient postage-free mail service 
WRITE FOR COMPLETE INFORMATION 
P.O. Box F-2592, San Diego 12, California. 





THE 


FUTTERMAN 


CORPORATION 
Monthly 
Dividend Notice 
on Class A 


Common Stock 
The Board of Directors at a meeting held on 
January 13, 1960, declared three monthly dividends 
on the shares of Class A stock. Seven cents (7¢) 
per share will be paid on January 31, 1960, seven 
cents (7¢) per share will be paid on February 29, 
1960, and seven cents (7¢) per share will be paid 
on March 31, 1960, to stockholders of record at the 
close of business January 20, February 1, and 
March 1, 1960 respectively. Checks will be mailed. 

Transfer books will not be closed. 
RICHARD K. McINTYRE 


Treasurer 
Dated: January 13, 1960 
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(CONTINUED FROM PAGE 43) 


| sold off 20% and more from their re- 
cent highs. While some profit margins 

| cited at the hearings may seem and 
perhaps are exorbitant, an’ industry 
which is spending such huge sums on 
research without being sure of the 
results can justifiably claim the need 
for far larger margins on individual 
products than are customary in other 
fields. The present Senate probe will 
not materially change conditions in 
the pharmaceutical industry. While 
the cost of drugs has increased enor- 
mously in the past ten to 20 years, it 
is a compensating fact that these 
drugs have greatly shortened the 
duration of a patient’s illness and his 
average stay in hospitals, reduced the 
number of doctors’ visits and restored, 
or at least improved, the health of 
millions of people. The long-range 
growth and the investment appeal of 
drug and pharmaceutical stocks is un- 
diminished. I favor Smith Kline & 
French, Carter Products, Vick Chem- 
ical, Bristol-Myers and Rexall. 


BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


542. Money MANAGEMENT: Your CLOTH- 
ING Dotiar. Another of the useful series 
on money management published by 
Household Finance Corporation, this 
booklet offers practical advice on how to 
stretch your clothing dollars farther. 
Among the points it discusses are the 
planning of a wardrobe, shopping for 
clothing (with emphasis on choosing 
fabrics, judging workmanship) and the 
proper care of clothes for longer life. 
Normally sold for 10 cents a copy, this 
booklet is free to Forses’ readers by 
special arrangement (40 pages). 


543. ADMINISTERED PRICES AND INFLATION. 
Published by the U.S. Chamber of Com- 
merce, this booklet contains the argu- 
ments made by the Chamber’s economists 
against the O’Mahoney Bill, which would 
have required prior notice for price in- 
creases in basic industries. Obviously a 
partisan document, it makes no attempt 
at impartiality, but nonetheless musters 
some cogent arguments against the thesis 
that “administered prices” are responsi- 
ble for inflation (81 pages; charts and 
tables). 


(CONTINUED FROM PAGE 45) 


hesives, textile fixatives and flexible 
packaging. 

Within the past month the company 
announced a proposed merger with 
A.S.R. Products, formerly known as 
the American Safety Razor Co., which, 
if consummated, should be a success- 
ful “marriage.” As a result of the 
company’s diversification and acquisi- 
tion program, sales have risen sub- 
stantially from $283.2 million in 1955 
to an estimated $525 million for this 
year. Earnings, too, have improved, 
having risen from $3.63 a share in 
1955 to an estimated $5.50 a share for 
this year. The $3 annual dividend 
which has been in effect since 1951 
was recently increased to $3.60-—90c 
quarterly. 

Radio Corp.’s $3.50 Cum., no par, 
voting (callable at 100) First Pre- 
ferred, appears attractive around its 
current price of 67, which compares 
with a high of 88 reached a few 
years ago. The company, of course, 
is first class. Scale-down purchases 
are recommended. 

Socony Mobil Oil, at its present 
price of 40, yields an even 5%. The 
company is fully integrated and is one 
of the world’s largest oil companies. 
As in the case of other leading oil 
equities, Socony has been in a declin- 
ing trend since the summer of 1957, 
and the chances are that somewhere 
between 35-40 the stock will begin 
to make a bottom. 

Socony Mobil’s sales and earnings 
this year are expected to extend 
last year’s recovery from the 1958 
recession and might reach $3.2 billion 
and $3.90 a share, respectively. Should 
earnings recover to this level, I be- 
lieve the company’s directors will give 
consideration to declaring a year-end 
extra, which had been the company’s 
policy during the period prior to 1958 
(when the extra was eliminated). I 
consider Socony one of the best in its 
field, and am of the opinion that pur- 
chases made in the 35-40 area should 
prove profitable for those readers with 
patience. 

Southern New England Telephone 
(traded over-the-counter), a new- 
comer to this column, has paid a divi- 
dend since 1891. It was incorporated 
in Connecticut in 1882. The company 
owns and operates nearly all the tele- 
phone exchanges in the state of 
Connecticut, which has an estimated 
population of 2.4 million. It is 19% 
controlled. by the American Tele- 
phone & Telegraph Co. Capitalization 
consists of $120 million in funded 
debt and 7,507,735 shares of common 
stock. High and low price range since 
1949, 47-26. 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 40 
25%. conts per shore; 


4.24% SERIES 
Dividend No. 17 
262 cents per share; 


4.78% SERIES 
Dividend No. 9 
297/_ conts per share; 


4.88% SERIES 
Dividend No. 49 
304, cents per share. 


The above dividends are pay- 
able February 29, 1960, to 
stockholders of record Febru- 
ary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, February 29, 


P. C. HALE, Treasurer 


January 21, 1960 


FQ coon 


CARBON COMPANY 


One-Hundred and Fifty-T bird 
Consecutive Quarterly Dividend 


A quarterly dividend of 60 cents per 
share on the Capital Stock of the 
Company will be paid March 10, 1960 
to stockholders of record at the close 
of business February 15, 1960. 
RODNEY A. COVER 
Vice-President— Finance 














Uniteo Srates Lines 


Company 
\ 2 


Common 
Stock 
DIVIDEND 
The Board of Directors has pagiarions 
Sie aa nee ie 
Seas 11, 1960. # record 


WALTER E. FOX, Secret 
One Broadway, New York 4, N. Y. _ 
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Big-Chip Gamble. Radio Corp. of America made its mark as the biggest “enter- 
tainment electronics” company. But in recent years it has been spending hun- 
dreds of millions to break into new areas where others already led. Next issue, 
Forses examines RCA’s chances to make the gamble pay off 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


Count your blessings, 
bruises. 


not your 
—Rosert LAIDLAW FORBES. 


: Great tranquillity of heart is his 
who cares for neither praise nor blame. 
—Tuomas A Kempis. 


Possessions, outward success, pub- 
licity, luxury—to me these have al- 
ways been contemptible. I believe that 
a simple and unassuming manner of 
life is best for every one, best both for 
the body and the mind. 

—ALBERT EINSTEIN. 


Tell a man something is bad, and 
he’s not at all sure he wants to give it 
up. Describe it as stupid, and he knows 
it’s the better part of caution to listen. 

—Davip SEABURY. 


Nothing so obstinately stands in the 
way of all sorts of progress as pride of 
opinion; while nothing is so foolish 
and baseless. —J. G. Hotianp. 


None of the things children are to 
learn should ever be made a burden 
to them, or imposed on them as a task. 
Whatever is so imposed presently be- 
comes irksome; the mind takes an 
aversion to it, though before it were 
a thing of delight. —JOHN LOCKE. 


Kindness works simply and perse- 
veringly; it produces no strained re- 
lations which prejudice its working; 
strained relations which already exist 
it relaxes. Mistrust and misunder- 
standing it puts to flight, and it 
strengthens itself by calling forth an- 
swering kindness. Hence it is the 
furthest reaching and the most effec- 
tive of all forces. 

—ALBERT SCHWEITZER. 


The roots of education are bitter, but 
the fruit is sweet. —ARISTOTLE. 


There is no royal road to learning; 
no short cut to the acquirement of any 
valuable art. —ANTHONY TROLLOPE. 


Any fool can waste, any fool can 
muddle, but it takes something of a 
man to save, and the more he saves 
the more of a man does it make of him. 

—Rupyarp KIPtinc. 


Unless man has the wit and the grit 
to build his civilization on something 
better than material power, it is surely 
idle to talk of plans for a stable peace. 

—Francis B. Sayre. 
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You seldom get what you go after 
unless you know in advance what you 
want. Indecision has often given an 
advantage to the other fellow because 
he did his thinking beforehand. 

—Mavrice Switzer. 


It goes far toward making a man 
faithful to let him understand that you 
think him so; and he that does but 
suspect I will deceive him, gives me a 
sort of right to do so. —SENECA. 


B. C. FORBES: 


Lose your temper and you 
shorten your life. Flying into a 
rage poisons the brain, strains 
the heart, unstrings nerves. A 
bad temper and good health can- 
not permanently go hand-in- 
hand. In the days of one-man 
organizations violent tempers 
were quite common. In the mod- 
ern organization the fiery-tem- 
pered individual is out of place. 
He causes friction, and friction is 
the foe of efficiency. Harmony 
oils the machinery of a business; 
discord casts sand into the gear- 
box. Temper kills teamwork. 
Therefore, for the sake of your 
own health and for the sake of 
the health of your business, don’t 
let your temper get out of con- 
trol. An uncontrolled temper is 
as destructive as an uncontrolled 
engine. 


| 
| 
| 
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Some critics are like chimney 
sweepers; they put out the fire below, 
and frighten the swallows from their 
nests above; they scrape a long time 
in the chimney, cover themselves with 
soot, and bring nothing away but a 
bag of cinders, and then sing from the 
top of the house as if they had built 
it. —Henry Wapswortu LONGFELLOW. 


In the long run, digging for truth 
has always proved not only more in- 
teresting but more profitable than dig- 
ging for gold. —Georce R. Harrison. 


The law should be loved a little be- 
cause it is felt to be just; feared a 
little because it is severe; hated a 
little because it is to a certain degree 
out of sympathy with the prevalent 
temper of the day; and respected be- 
cause it is felt to be a necessity. 

—EmILeE Fourcet. 


Brotherhood is the very price and 
condition of man’s survival. 
—Cartos P. Romuto. 


The world must learn to work to- 
gether, or finally it will not work at all. 
—Dwicnt D. EIsENHOWER. 


There is a burden of care in getting 
riches; fear in keeping them; tempta- 
tion in using them; guilt in abusing 
them; sorrow in losing them; and a 
burden of account at last to be given 
concerning them. —M. Henry. 


Dreams never hurt anybody if he 
keeps working right behind the dream 
to make as much of it come real as 
he can. —F. W. Woo.wortu. 


Concentration is my motto—first 
honesty, then industry, then concen- 
tration. —ANDREW CARNEGIE. 


History has its truth; and so has 
legend hers. —Victor Huco. 


To be able to fill leisure intelligent- 
ly is the last product of civilization. 
—BERTRAND RUSSELL. 


Liberty means responsibility. That 
is why most men dread it. 
—GeorceE BERNARD SHAW. 


The philosophy of reasoning, to be 
complete, ought to comprise the 
theory of bad as well as of good 
reasoning. —Joun Stuart MILL. 


One machine can do the work of 
fifty ordinary men. No machine can 
do the work of one extraordinary 
man. —ELBERT HUBBARD. 


The history of man is a series of 
conspiracies to win from nature some 
advantage without paying for it. 

—Rapxu W. EMERSON. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- | 
lar edition, $5. 
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A Text... 


For I mean not that other men be eased, and 
ye burdened: But by an equality, that now at 


this time your abundance may be a supply for 


Sent in by P. A. Erickson, Au- 
rora, Ill. What’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


their want, that their abundance also may be 
a supply for your want: that there may be 
equality. 


—II Cormrnians 8:13, 14 
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WHAT'S AHEAD 
FOR THE 
SURGING SIXTIES? 


Every new decade brings new 
opportunities—and new pitfalls. 
Are you prepared for those of the 60°s? 


A wthough all the forecasts call for long range growth of 
the economy—individual securities and the stock market 
as a whole will not be a “one way street”. There are 
changes ahead—changes in production methods, in 
products—changes that produce new businesses and make 
others obsolete. If your investment fund is to profit from 
what lies ahead you must always be ready to shift with 
the trends and tangents. The present bull market cannot 
continue forever without corrective changes or possibly 
another severe decline. How will you know when and 
how to make your move? 


It was to answer questions like these . . . to provide 
skilled investment counselling facilities that FORBES 
SECURITIES MANAGEMENT was organized. It was 
organized to reflect over 40 years of rich experience, 

to utilize our direct, top-level communication with many 


FORBES 
SECURITIES MANAGEMENT INC. 


70 Fifth Avenue, New York 11, N. Y. 


of the nation’s business leaders—to place the unparalleled 
investment-research facilities of the Forses organization 
behind each of your major investment decisions. 


Forbes investment counsellors provide you with 

an initial analysis of each security registered for 
supervision, review the portfolio regularly, take the 
initiative in making recommendations to you, assist 
you in the preparation of progress reports, 

relieve you of many burdensome details. 


Obviously, the full scope of this Service, its many 
advantages to individuals with portfolios valued at $50,000 
and over and to those who bear the heavy responsibilities 
of managing the funds of others cannot be adequately 
explained within the confines of this message. We 

therefore have prepared a booklet describing the 

services of FORBES SECURITIES MANAGEMENT 

INC. which we shall be happy to 

send you with our compliments upon 

request. Write to Department 1047. 





atin 
Sing 3 - 
a ) 


uF 


HEAT EXCHANGER TUBES 








...help the Petroleum and Chemical Industries 
turn out a parade of useful products! 


Motor fuels, paints, insecticides, lubricating oils, synthetic fibers— 

these are only a few of the many useful products turned out by 

the petroleum and chemical industries. An important factor in converting 
crude oil and gases into these products are heat exchanger tubes 

made of copper and copper-alloys. Phelps Dodge heat exchanger tubes 
are vital to refineries and petro-chemical plants in turning out 

an ever-growing volume of these modern products for everyone’s needs. 


PHELPS DODGE COPPER PRODUCTS 


Corporation «+ 3OO Park Avenue, New York 22,N Y. 


FIRST FOR LASTING QUALITY FROM MINE TO MARKET 





